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in the personnel field. 
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increasing concern for personnel costs and 
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It will cover day-to-day problems as well 
as long-range plans, focusing on the sharp- 
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in the future. 
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The Inner Rewards of Work 


Mopern garbage disposal, water purification, and air- 
pollution control do not cure diseases, but without them 
we should have many more diseases. Similarly, when there 
are deleterious factors in the context of the job, they serve 
to bring about poor job attitudes. . . . When these factors 
deteriorate to a level below that which the employee con- 
siders acceptable, then job dissatisfaction ensues. However, 
the reverse does not hold true. When the job context can 
be characterized as optimal, we will not get dissatisfaction, 
but neither will we get much in the way of positive atti- 
tudes. 

The factors that lead to positive job attitudes do so be- 
cause they satisfy the individual's need for self-actualization 
in his work. The concept of self-actualization, or self-reali- 
zation, as a man’s ultimate goal has been focal to the 
thought of many personality theorists. For such men as 
Jung, Adler, Sullivan, Rogers, and Goldstein the supreme 
goal of man is to fulfill himself as a creative, unique in- 
dividual according to his own innate potentialities and 
within the limits of reality. When he is deflected from this 
goal he becomes, as Jung says, “a crippled animal.” 

Man tends to actualize himself in every area of his life, 
and his job is one of the most important areas. The condi- 
tions that surround the doing of the job cannot give him 
this basic satisfaction; they do not have this potentiality. 
It is only from the performance of a task that the individual 
can get the rewards that will reinforce his aspirations. 


—FREDERICK HERZBERG et al, The Motivation to Work. 
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The findings of a United Air Lines study designed to uncover how 
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Narrow-minded tyrant or far-seeing statesman? The older manager 
can be either, depending on how clearly both he and his younger 
associates understand the physiological and psychological changes 
wrought by time. 


Measuring the Work of a Personnel Department 
STEPHEN J. CARROLL, JR. 


Though personnel activities would seem to defy measurement, the 
study reported here shows how work sampling was used to provide 

_ @meaningful picture of the way in which one personnel department 
actually spent its time. 
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Wielding the Axe: 

Some Do’s and Don‘ts 

Companies THAT honestly believe they 
bend over backwards to be fair and con- 
siderate in handling the distasteful task 
of dismissal may be deluding themselves 
if they imagine that their employees view 
their axe-wielding practices in the same 
beneficent light. Questioning 2,376 non- 
union employees in six different com- 
panies recently, Survey Research Asso- 
ciates, of Scarsdale, New York, found 
that 76 per cent of the respondents 
agreed that they could get fired “with- 
out much cause.” Yet, in reality, there 
was no basis whatsoever for this belief. 
As the president of one of the surveyed 
companies expostulated: 

How can they say that? Why, we're slower 

to let go than anyone I know of. We try 

to help, arrange transfers, give warnings 

—and we always give at least two weeks’ 

separation pay. . . . How can they feel 

that way? 

Probing further, the researchers found 
that in all six companies management 
had always avoided mention of the whole 
subject of dismissal. Three of them had 
an unwritten policy about it which was 
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never publicized—management just took 
it for granted that the employees under- 
stood it. 

In all six companies also, in the com- 
paratively few instances where people 
had been dismissed, the employee had 
been handed his severance pay at the 
time he was notified (usually late on 
Friday) and asked to leave immediately. 
This practice was based on the com- 
monly held view that once an employee 
has been asked to leave, the sooner he 
is out of the way the better. 

Agreed, says Dr. Yale J. Laitin, Presi- 
dent of Survey Research Associates, that 
an employee under notice to leave is not 
likely to over-extend himself in the short 
time that remains while he is still in the 
company’s employ. But if he’s here on 
Friday and gone on Monday, and man- 
agement’s policy on dismissals has never 
been clarified at any time, it’s not sur- 
prising that other employees jump to the 
conclusion that they are working for a 
company that fires people without warn- 
ing. 

To allay such groundless fears, Dr. 
Laitin suggests, here is a three-step plan: 





1. Establish a clear dismissal policy, 
if you do not already have one. This 
should clarify: (a) what actions bring 
immediate dismissal; (b) warnings about 
unsatisfactory work; (c) review of warn- 
ings by higher executive; (d) right of 
appeal; (¢) severance pay. 

2. Publicize the policy in the com- 
pany media you reserve for the most im- 
portant announcements. Explain it to all 
new employees. Call it “Employee pro- 
tection against mistreatment or arbitrary 
dismissal.” 

3. When an employee has to be dis- 
missed, notify him as early as possible, 
tell him about his severance pay, and of- 
fer to discuss his situation with him. If 
feasible, let him work at least a full week 
more, but allow time off for job hunting. 


New Skills for Old 

THE GROWING RESISTANCE to technologi- 
cal change to which Edward C. Schleh 
draws attention in this issue* is also the 
subject of a new AMA research study 
which was published last month.*® 
Though Mr. Schleh’s observations relate 


primarily to production changes while 
the AMA study is concerned with office 
automation, it is interesting to note that 
both authors agree in rejecting the idea 
that resistance to innovation can be as- 


cribed to any single cause or to any one 
employee group. 

Nevertheless, there can be no doubt 
that, in both the office and plant, a root 
cause of resistance is the fear of tech- 
nological displacement—a fear that is not 
®E. C. Schich, “Selling Technological Change 
as the Company’s Way of Life,” pp. 57-66. 
©° B. Miller, Gaining Acceptance for Major Meth- 


ods Changes. AMA Research Study No. 44, 1960. 
AMA members, $1.50; non-members, $2.25. 
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in fact groundless, at all events on the 
short-term view. And this, after all, is the 
view that most employees must be ex- 
pected to take. 

The degree of dislocation is bound to 
vary, of course, with the nature of the 
change and the speed with which it is 
installed, which is another way of say- 
ing that while in some companies dis- 
placement may well constitute a problem 
of monumental proportions, in others it 
presents no difficulties that cannot be 
overcome by intelligent advance plan- 
ning. A pertinent example is afforded by 
the experience to date of Haloid Xerox, 
Inc., of Rochester, New York, makers of 
photographic supplies and machines and 
office copiers and printers. 

Forced by competitive pressures to in- 
stitute far-reaching technological ad- 
vances in its photographic division, the 
company could see that as the change- 
over progressed, a certain amount of dis- 
placement was bound to occur. This pros- 
pect was equally apparent to the Amal- 
gamated Photographic Supply Workers 
Union, which represented the division’s 
586 employees. The union, an affiliate of 
the Amalgamated Clothing Workers, 
suggested that the company set up a re- 
location and retraining program, to 
which management agreed. 

Under the Haloid plan, selected pro- 
duction employees with a minimum of 
ten years’ service are sent on a six weeks’ 
course at the Rochester Institute of Tech- 
nology to learn new skills. The company 
pays the full training cost and the em- 
ployee receives the company’s average 
hourly wage of $2.50 for a 40-hour week. 
After successful completion of the course, 
the men are transferred to openings in 
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the company’s machine manufacturing 
department. Throughout the retraining 
and relocation period they retain full 
company seniority and continue to be 
paid the average hourly rate, even though 
their new jobs may not call for that much. 

Since the plan was inaugurated last 
December, 24 men have been retrained 
and relocated. Thus far, the company has 
been well satisfied with the results of the 
experiment and plans to send additional 
men for training as and when the chang- 
es in the photographic division necessi- 
tate their release. 

Not all companies, of course, are in 
the fortunate position of being able to 
“hasten slowly” in initiating a major 
change, but for those that are the Haloid 
plan appears to offer a constructive so- 
lution to the problem of alleviating the 
personal hardship that technological 
progress often brings in its train. 


The Ideal Office— 
As Your Secretary Sees It 


IF your oFFicE doesn’t happen to be lo- 


cated in what the realtors term a “pres- 
tige” building, your chances of snaring 
a secretary on the sunny side of 30 may 
be somewhat remote. According to a 
nationwide survey of secretaries in 800 
companies, carried out by Today’s Sec- 
retary on behalf of what a writer in 
Harper’s Magazine recently morosely de- 
scribed as “the biggest office building yet 

. worse luck,” most secretaries under 
30 consider that working in an ultra- 
modern building has distinct social ad- 
vantages. Women over 30, whether single 
or married, apparently either perceive no 
particular social advantages in such a 
building or no longer care about them. 
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Social advantages or no social advan- 
tages, neither group, it turns out, would 
accept a lower salary merely in return for 
the privilege of working in a plush office, 
though more than half the single women 
questioned said they would be willing to 
take less in a building easily accessible to 
transportation. On the other hand, many 
of the married women over 30 said they 
would not sacrifice salary for this con- 
venience—an indication presumably that 
when married women return to the labor 
force they have some definite financial 
goal in mind and are not seeking a job 
simply as a way of filling in time. 

All the secretaries said that, in decid- 
ing on a job, proper lighting was one of 
the most important physical assets they 
would look for. While few of them would 
care whether the office had windows or 
not, two-thirds rated air conditioning as 
“very important.” Such services as banks, 
drugstores, and restaurants should also 
be provided, the women felt, either in 
the building itself or in the vicinity. 

Almost to a woman the respondents 
agreed that a secretary works better in 
an office of her own rather than sharing 
one with her boss. Comparatively few of 
them attached much importance to mod- 
ern desks and equipment, but most of 
them wanted a good posture chair, pleas- 
ant color schemes, carpeting, curtains, 
plants, soundproofing, and, especially, 
partitioned work stations. In general, the 
survey showed that office decor was im- 
portant in both recruiting and retaining 
secretarial help. There was unanimous 
agreement that working in an attractive, 
modern office encourages secretaries to 
dress better, to take more interest in their 
jobs, and to work more efficiently. 





Pitfalls in the Path of 
Political Activity 


Tue upsurcE of interest in corporate po- 
litical activity may well have obscured 
the fact that the businessman entering 
the political arena in his official capacity 
as a company executive is subject to cer- 
tain limitations that do not apply to him 
as a private citizen. Discussing this point 
in a recent press interview,* Joseph M. 
F. Ryan, Jr., Acting Assistant Attorney 
General in charge of the Justice Depart- 
ment’s Civil Rights Division, cautioned 
that, before committing their companies 
to any program of political action, busi- 
nessmen would be well-advised to con- 
sult their attorneys to make sure that 
what they propose to do does not con- 
flict with federal regulations. 

While conceding that the statutes do 
not always clearly distinguish between 
permissible and prohibited action in the 
political sphere, Mr. Ryan pointed out 
that under the Corrupt Practices Act it 
is an offense for a corporation organized 
under state laws to make any contribu- 
tion to or expenditure on behalf of fed- 
eral candidates in either primary or gen- 
eral elections. It would be a violation, 
therefore, for a company to allow an em- 
ployee to engage in political activity 
during his regular working hours, since 
the employee is being paid to work for 
the corporation, and if he uses company 
time for political purposes, the company 
is, in effect, making a contribution to the 
candidate. The same prohibition applies 
to the loan of a company speech writer or 
adviser to a political party or candidate— 


* “Business in Politics: What You Can Do,” 
Nation’s Business, June, 1960, p. 40. 
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though there are no objections, of course, 
to the employee’s taking a leave of absence 
to carry out an assignment of this kind. 
Similarly, it would be a violation for 
a company to give an employee time off 
with pay to campaign for election to a 
federal office. In general, therefore, the 
Act implies that any employee wishing 
to be active in the party of his choice 
must either confine his efforts to non- 
working hours, or get off the payroll for 
whatever length of time he devotes to po- 
litical affairs during his regular work 
week. (Activity at the state political level 
is not, of course, affected by the Corrupt 
Practices Act, but state laws and even 
local ordinances may come into play 
here and should likewise be checked.) 
On the question of how far the com- 
pany can go in communicating its own 
views on political issues and candidates 
to employees, the law seems to be less 
clear-cut. Management can legitimately 
discuss these matters in the company 
magazine if it so wishes—this, Mr. Ryan 
said, could be regarded as an expression 
of views “within the family.” Nor, he 
thought, would there be any objection 
to the company’s inviting one or other 
of the candidates to tour the plant, unless 
the visit took up so much of the em- 
ployees’ time that it could be considered 
a contribution. On the other hand, it 
would be a violation of the Statute for 
the company to place its auditorium, 
say, at the disposal of a single candidate, 
even after working hours. A meeting 
after working hours at which both op- 
posing candidates were invited to ex- 
press their views might reasonably be 
construed, however, as a political educa- 
tion program on a non-partisan basis. 











Pat definitions don’t get us very far, but a look at 
the diverse environments in which the executive 
must operate may be a better indication of the 
personal qualities needed to reach the higher 
managerial echelons. 





What Makes a Top Executive? 


DAVID G. MOORE 


Michigan State University 
East Lansing, Michigan 


Lr you want to know what makes a 
top executive, don’t ask the man who 
is one. He won’t be able to tell you. 
Business executives are, after all, men 
of action; they are too deeply involved 
in their day-to-day affairs, the thrill of 
the chase, to introspect and dwell 
heavily on what makes them tick. To 
be sure, you do get some high-level 
generalities and abstractions. Once in 
a while, a business leader does get the 


time to write or propound his ideas at 
some conference or other. But in gen- 
eral, all that these utterances and pro- 
nouncements yield is a somewhat pon- 
derous emphasis on such abstract qual- 
ities as courage, morality, broad-gauge 
thinking, decisiveness, and so on—the 
attributes, after all, of any emotionally 
mature individual and certainly not 
confined to businessmen alone. At the 
same time, it should be mentioned that 
the only really worthwhile theoretical 
statement on the subject was, in fact, 
written by a businessman, Chester 
Barnard, author of the classic The 





Nore. This article has been adapted from an address delivered under the auspices of the Bureau of 


Industrial Relations of The University of Michigan, Ann Arbor, 


. Copies of the complete 


text may be obtained from the Bureau. Price: 50 cents each. 








Functions of the Executive. More re- 
cently, there have been a number of 
other books by key executives that 
have considerable merit. But, even at 
his most articulate, the typical business 
executive has difficulty in describing 
what he does and how he acquired the 
necessary skills and abilities to per- 
form his functions. 

A variety of views about the func- 
tions of the executive has, however, 
emerged from other sources. Some say 
that the top executive is a generalist, 
whatever that means. This school of 
thought argues that he does not have 
to be a functional or technical expert 
—he can hire specialists to perform 
these functions. His job, therefore, is 
to preside over the organization, pro- 
viding spiritual comfort perhaps to 
those who are getting their hands 
dirty. Others regard him as a coordi- 
nator, bringing divergent views to- 
gether into one splendidly integrated 
set of goals. Again, it has been con- 
tended that he is a man who gets 
things done through people. All these 
definitions suggest somehow that the 
top executive doesn’t really have to 
know anything—that his chief quali- 
fication is a somewhat vaguely 
defined leadership ability that binds 
together and coordinates the work and 
effort of the management team. 

In contrast to these views, there are 
others that see the top executive as a 
“know-it-all,” a man of vast knowl- 
edge, understanding, and analytical 
ability who makes the final decisions. 
He sits at the center of an information 
and action network and like a great 
and exceedingly complex thermostat 
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assesses conditions, both internal and 
external, and turns the heat on and off. 

Barnard sees him as a man primarily 
concerned with maintaining the or- 
ganization—both the work organiza- 
tion and the decision-making organi- 
zation. Here the assumption is that, if 
the organization is functioning effi- 
ciently and effectively, all’s right with 
the world and the top executive has 
done his job. 

Finally, there are some who see the 
top executive simply as a figurehead, 
like the Queen of England, who oper- 
ates in the public eye, a kind of ritual- 
ist who makes pronouncements, ap- 
pears at public functions, and in gen- 
eral represents his organization in the 
important ceremonial activities of so- 
ciety. As a matter of fact, if you exam- 
ine the way many top executives spend 
their time, there is some merit in this 
view. Indeed, there is some truth in 
all the above-mentioned notions about 
what an executive is. But we can ap- 
proach the question more systemati- 
cally, however, by examining the di- 
verse environments in which the ex- 
ecutive must operate. In this way we 
can perhaps penetrate more deeply 
than the stereotypes mentioned thus 
far. 


The Executive’s Value Environment 

If the executive functioned like the 
TV detective, insisting only on “the 
facts, Ma’am,” he’d be demoted to 
walking a beat. The most important 
environment in which the executive 
operates is what we might call the 
value environment of our particular 
society. An executive is a creature of 
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our society; he operates in an institu- 
tion that is a segment of our society; 
he is part of our ongoing history. In- 
deed, in some respects, he is a maker 
of history. He has risen to a key posi- 
tion in one of our most important 
social institutions. The decisions he 
makes will have important repercus- 
sions throughoi tty even though 
he may see them as affecting his own 
business alone. 

Currently, there is great concern 
over the influence of business, particu- 
larly large-scale organization, on the 
emerging social character of American 
citizens, especially the American mid- 
dle class. “Are we developing ‘organi- 
zation men’?” is a question that has 
been given great publicity in recent 
years. In its demand for loyalty, co- 
ordination, and unified action, is busi- 
ness developing a new kind of citizen 
—a citizen who owes his allegiance to 
particular companies, to special prov- 
inces, and to narrow interests that do 
not reflect the total values of our so- 
ciety? This is a very important value 
consideration because the ultimate test 
of the usefulness of any social institu- 
tion lies in the kind of people it pro- 
duces. 

There is concern also about lower- 
level employees. Are we developing 
such a high degree of dependency at 
the lower levels of our business organ- 
izations that people are no longer able 
to function on their own, and would 
be incapable of surviving as individ- 
uals were they ever to be separated 
from their ant-hill society? Are we, 
with all our plenty, creating a nation 
of chronically frustrated, uncreative, 
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dependent citizens who would fall 
apart under duress? Or do we still 
possess the power to build on our 
physical and economic prosperity and 
rise to new levels of spiritual, scientific, 
and creative achievement? On the sur- 
face, these would appear to be ques- 
tions remote from the considerations 
of the business executive. Yet, it is not 
by chance that recent books written 
by top executives—Blough’s Free Man 
and the Corporation, Worthy’s Big 
Business and Free Men, Greenewalt’s 
The Uncommon Man, Houser’s Big 
Business and Human Values—deal 
precisely with such value considera- 
tions as these. 

The world is confronted with two 
systems for solving the problems of 
famine, the material needs of people, 
and national strength. Both systems 
are obviously successful at the material 
level. You can take your choice on 
that score. Both systems have proved 
their capacity to produce. Differentia- 
tion from here on out must be made 
on achievements at a much higher 
level of human endeavor—that is, in 
the capacity of each system to produce 
men of character, intelligence, creativ- 
ity, sanity, and love. 


A Legacy of Values 

Today’s business executive operates 
not only within the evolving values of 
our own time, but also within an his- 
torical framework of past values that 
have become embodied in our institu- 
tions. His forebears were often deeply 
religious men who saw in work, in or- 
ganization, and in the use of capital 
the revelation of God’s will on earth. 





They could work a man from sunup 
to sundown and honestly believe that 
they were doing something for his 
moral character. Business in this coun- 
try is in a very real sense the institu- 
tional embodiment of the Puritan 
mind. Even though they may not be 
consciously aware of the origins of 
their beliefs, many business executives 
are deeply convinced of the essential 
morality of discipline, service, efficient 
organization, and work. Articulate 
executives like James C. Worthy, of 
Sears, Roebuck, have turned directly 
to religion in their search for ideologi- 
cal justification for business and the 
free-enterprise system. 

This recognition that many of the 
business executive’s basic policy deci- 
sions have deep ethical and religious 
connotations having to do with the 
character of man and his relationship 
to his fellows can be observed in less 
articulate executives also. I remember 
participating on a panel once with a 
retired chairman of the board of one 
of our top companies. He was asked a 
question something like this: “Mr. 
Smith, how did you do it? To what do 
you owe your success and what can 
you pass on to us younger fellows who 
want to be successful, too?” The old 
fellow could do no more than dip into 
the Bible and come up with the 
Golden Rule—“Do unto others. . . .” 
He knew more than this, but this was 
his distillation of a lifetime of experi- 
ence. Once he had sifted it all out, 
there remained only the deep ethical 
conviction that has guided him in 
those moments of tough decision: to 
cut, or not to cut, everybody’s pay? 
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It is important to recognize that the 
business executive operates in this kind 
of value environment whether he is 
aware of it or not. The decisions he 
makes, whether they come out of his 
own thinking, Fortune, or the Ameri- 
can Management Association, all have 
ethical implications. He may not know 
it, but as he guides his organization in 
its task of beating out tin cans, auto- 
mobiles, or rockets, he is shaping the 
history of his country and the world. 


The Institutional Environment 

While the business executive is usu- 
ally keenly aware that he acts in com- 
petition with other industries, he is 
less aware that he also competes with 
other institutions in our society—reli- 
gious and educational institutions, 
unions, government, communities, 
and so on. He may see some of these 
other institutions as obstacles, but not 
strictly as competitors. Society is char- 
acterized, however, by a web of insti- 
tutions that represents a network of 
competitive as well as cooperative re- 
lationships. Each institution is con- 
stantly striving to expand its own ra- 
dius of operations. Each institution, in 
a sense, views society from its own 
vantage point and seeks to universalize 
its interests, ideologies, and functions. 
Thus, at one time, religious institu- 
tions dominated all the others. At the 
present time, in America, we have a 
kind of balance of power that in many 
ways was deliberately fostered by the 
Roosevelt administration over the 
dead bodies of many fallen business 
heroes. We have no doleful ballads 
commemorating these men; the strug- 
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levels, but the competition continues 
in the legislative foxholes, at the bar- 
gaining table, and so forth. 

Businesses have taken on more func- 
tions than they ever dreamed of 25 
years ago. In fact, some companies to- 
day perform the functions not only of 
business, but also of psychiatry, the 
funeral parlor, and the church. These 
days, a man can come into a company 
and not only be fed and clothed by it, 
but be buried by it and have official 
mourners to grieve at his passing. 
While I would not go so far as to say 
that business should not be involved 
in these essentially religious, ceremo- 
nial functions at all, they strike me 
nevertheless as more essentially the 
functions of other institutions in our 
society. The same observation might 
be made about the educational activi- 
ties of a number of large corporations. 
Outstanding as some of these pro- 
grams are, as a representative of the 
truly educational institutions of our 
society, I can’t help wondering wheth- 
er all the money being spent by com- 
panies in this manner might not better 
be used to bolster our existing educa- 
tional structure. The same is true of 
certain aspects of research. 

This is not the place, however, to 
enter into arguments about the func- 
tions of the various institutions of our 
society. It is enough to make the point 
that inter-institutional competition is 
an important environment in which 
the business executive operates and 
one with which he must come to grips. 
He must have a broad understanding 
of how a great society runs and the 
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roles and functions of the various in- 
stitutions that comprise it, and a states- 
manlike grasp of the special interests 
and place of business in the larger 
whole. 


The Company Environment 

A third important environment in 
which the business executive operates 
is the culture of his own organization. 
Each company has a history, a way of 
doing things, a set of conventions, cus- 
toms, and social habits that constitutes 
its character as a business. Executive 
development in many organizations 
represents a kind of acculturation 
process whereby the young executive 
is taught how this particular company 
operates—what its way is, what its 
character is, what kinds of things it 
will do, what kinds of things it posi- 
tively will not do, what its policies, 
common symbols, ceremonials, and 
heroic figures are. 

The difference between the young, 
immature executive, the fellow who 
doesn’t know his way around, and the 
older one is often simply a difference 
in the degree of acculturation that has 
occurred. The latter knows the ins and 
outs of the organization, how to get 
things done, what symbols and con- 
ventions to invoke under varying cir- 
cumstances; he looks, speaks, and acts 
the part. The other man doesn’t even 
know how to write a letter; he doesn’t 
know business parlance, the lingo; he 
is unaware of all the sacred cows 
around the organization; he has no 
sense of the tempo of the place, how 
people dress, how they act, and how 
they get things done. There is an un- 








easiness about him because he has not 
yet learned the culture, symbols, and 
values of the organization. 

The culture or character of a busi- 
ness and the understanding that ex- 
ecutives and employees within the or- 
ganization have of this culture are im- 
portant controls. As a consequence, 
determining the character of an or- 
ganization, which really means deter- 
mining who you are, where you are 
going, and how you operate in this 
complex world, is likely to absorb a 
great deal of the attention of top man- 
agement. 


Environment of the Organizational 
Structure 

A fourth environment that is ex- 
tremely important to executive be- 
havior is the organizational structure, 
particularly its hierarchical character. 
Every organization is a_ hierarchical 
system in which each individual, with 
the exception of the man at the top 
and the people at the very bottom, op- 
erates within an interacting triad of 
relationships in which some people 
are viewed as being in higher positions 
to him, some as being in lower, sub- 
ordinate positions, and some as being 
at the same level. Dealing with these 
various levels and modifying be- 
havior in appropriate ways in terms 
of the hierarchical system is one of the 
important skills of the executive. He 
has to learn how to get things done 
through the boss, how to approach 
him at the right time, how to avoid 
getting a definite No, how to sell ideas 
to him, how to motivate him, and so 
on. The executive who doesn’t have 
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these skills doesn’t get much done. 
Every executive has to be a promoter 
of ideas; he has to be selling all the 
time. 

By the same token, the executive has 
to learn how to deal with subordinates 
as well as with those at his own level. 
With his subordinates, he has to learn 
how to sell the sometimes unpopular 
notion of work; he has to learn how 
to translate organizational ideas into 
goals that have meaning to those un- 
der him; he has to learn to balance the 
impersonal demands of the organiza- 
tion against the personal needs of his 
people. Above all, he has to learn how 
to deal with people in sympathetic but 
not emotionally involved ways. He 
has to avoid the sense of guilt that 
haunts many executives who cannot 
bring themselves to ask others to get 
the job done. He has to learn to exer- 
cise the power given him without pro- 
jecting his own emotional needs into 
the situation. Any power position is 
potentially tyrannical, and the indi- 
vidual with power has to be either 
self-disciplined or, of necessity, out- 
wardly controlled. 

The business executive also oper- 
ates within a system of mobility in 
which others are trying to get ahead. 
Even if they are really not trying to 
get ahead, they have to maintain the 
myth of getting ahead since this is 
an integral element of our kind of so- 
ciety. The colleagues of the business 
executive and his trusted subordinates 
are not only his friends, the people 
with whom he works and cooperates 
in getting the job done, but they are 
also his enemies. They are friendly 
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enemies; everybody smiles and carries 
on as if nothing really were happen- 
ing, but everybody is in competition. 

In some companies this competition 
is greater than in others. Some com- 
panies are made up of highly mobile, 
very aggressive fellows who push each 
other all over the place. If they’re all 
bulls, they don’t really mind this, but 
if there’s a milquetoast among them, 
he is annihilated. But regardless of the 
degree of competition, executives in 
any company are in the strange situ- 
ation of having to cooperate and com- 
pete at the same time. 

This competition takes place not 
only at the personal level, but at the 
level of ideas as well. Pushing and 
trying to gain support for ideas are 
major activities of business executives 
since these represent socially accept- 
able ways of competing. This is why 
one of the most important skills of the 
business executive is being able to ar- 
gue a point effectively. It also explains 
why the executive becomes preoccu- 
pied with the question of how radical 
he should be; either he can play it 
safe and stick to tried-and-true, con- 
ventional notions that no one can 
deny, or he can play for really big 
stakes and challenge the accepted 
ideas. If he loses, squoosh! If he wins, 
he’s running the place. 

One of the major problems of the 
top management of a company is 
achieving some kind of integration of 
the myriad of ideas that are being 
pushed by the various members of the 
management team. Nothing is more 
stultifying than that neat balance 
which some uninspired top executives 
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achieve. This is the easy way out. Ev- 
erybody is treated fairly, and everybody 
is frustrated. My own opinion is that 
dynamic imbalance is best. At least, 
there is movement; at least, some are 
hilariously happy and motivated, even 
if others may be deeply dissatisfied. 


The Occupational Environment 

The executive also operates within 
an occupational environment. Occu- 
pational influences are most obvious 
in the so-called professional groups in 
industry—the engineers, scientists, and 
other hired brains. These men owe al- 
legiance not only to the company of 
which they are a part, but also to their 
profession. You find some highly dis- 
satisfied, frustrated people in these 
professional fields in industry because 
they see themselves as being in direct 
competition with the administrators, 
the organization men. This situation is 
by no means confined to engineers 
and scientists, however. In the retail- 
ing field, for instance, there are dis- 
play workers who regard themselves 
as artists, while advertising copywrit- 
ers all seem to be frust?ated Heming- 
ways who might be writing best-sell- 
ing novels if it weren’t for the grind- 
ing necessity of drawing a regular pay 
check. You find it among other pro- 
fessional groups, too, wherever or- 
ganizational demands come into con- 
flict with professional, occupational 
ones. You certainly find it in universi- 
ties. 

Many occupational groups strive for 
professional status as a kind of way 
out—a means of achieving the secu- 
rity or recognition that would nor- 








mally come from the companies of 
which they are a part. I suspect that 
some of these efforts toward profes- 
sionalization are the result of the em- 
ployee’s not getting this kind of recog- 
nition from his company, or at all 
events, not getting the degree of recog- 
nition he expects. Under such circum- 
stances, a man finds the recognition he 
needs, the sense of colleagueship and 
support, the feeling of understanding, 
of status, and of worth in his profes- 
sional group. 

Even those executives who do not 
see themselves as members of profes- 
sional groups are influenced strongly 
by their occupational environment. An 
occupation is more than a function; 
it is frequently a way of life. It directs 
the interests of those engaged in it, 
shapes their values and attitudes, de- 
termines their relations with others, 
brings people of similar interests and 
often similar personalities together, 
and thus intensifies the interaction 
among them. The individual executive 
often personally identifies with his job. 
He is not just Joe Blow, business exec- 
utive; he is a controller, a plant super- 
intendent, a personnel man, a sales 
manager. An attack on his specialty is 
an attack on him. Moreover, he tends 
to universalize the special interests 
and values of his field and wonders 
why others are so stupid and so nar- 
row, so impervious to his particular 
point of view. 


The Decision Environment 

Finally, the executive operates in a 
decision environment. There are sev- 
eral important aspects of this environ- 
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ment with which he must reckon. 
First and foremost, he is supposed to 
be rational. Ideally, his decisions are 
expected to improve the company’s 
competitive position—enhancing its 
growth, profits, stability, and all the 
other good things a well-run business 
should have. Furthermore, the choice 
of means to these various ends is pre- 
sumed to be pinpointed, efficient, and 
precise. The executive is not supposed 
to be guessing and wandering around 
willy-nilly ina trial-and-error maze. 

This intended rationality of execu- 
tive decision and action, as Herbert 
Simon has put it, places a real burden 
on the business executive. It forces 
him to think and to rationalize and 
intellectualize what he is doing. A 
man can’t do things simply because his 
gut-reaction tells him they are good; he 
can’t make steel because he loves to 
make steel, or enjoys those belching, 
flaming chimneys, the stink, the sheer 
brute force of machines and power, 
the danger of bubbling metals, and 
the sense of satisfaction that comes 
from bringing Vulcan himself to his 
knees. Instead, he must wander about 
with papers in his hands, columns of 
figures, which he adds, subtracts, cor- 
relates, projects. He has to equate fun 
and emotions, and sadness and per- 
sonal frustration, and love and hate 
with figures, particularly those with 
dollar signs in front of them, the ulti- 
mate denominator of business. 

But with all the figures at his dis- 
posal, the business executive deals 
with fragments and pieces of informa- 
tion. He never has all the facts. He is 
part of unfolding history in which all 
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the returns are not yet in and never 
will be. He is dealing with dynamic 
events—reactive phenomena that shift 
their courses as he shifts his. 

Nonetheless, the executive must 
work with what he has, trying to 
build a picture from the fragments 
and pieces, trying to integrate them, 
and deciding courageously to move 
in one direction or another. The high- 
er his position in the organization, the 
more fortunate he is, because the con- 
sequences of his decisions cannot be 
reckoned or assessed immediately. The 
ideal situation, of course, is the one 
where the decisions a man has made 
cannot be evaluated until after he has 
retired. But even here, there is always 
a gnawing anxiety. 

I once had the opportunity to speak 
to former President Truman on this 
point. When I asked him how he rated 
his administration, he answered, “It’s 
too soon to tell.” He went on to say 
that a schoolboy’s hindsight is better 
than a president’s foresight. It is obvi- 
ous that the actual consequences of the 
Truman administration or the Roose- 
velt administration or even the Hoo- 
ver administration have not yet com- 
pletely run their course. You cannot be 
sure just exactly what the Marshall 
Plan or the decision to drop the 
atomic bomb has done, or what the 
full consequences will be of any of 
these decisions made as far back as 
ten years ago. 

The same is true of many business 
decisions. The really unfortunate fel- 
low is the one whose decisions can be 
assessed five minutes from now—and 
that’s the poor foreman, of course. 


JULY-AUGUST, 1960 


At any rate, the man who has heavy 
responsibilities—and this is true of 
most business executives—sometimes 
feels pretty lonely when he has to face 
this array of fragmentary information 
and finally say, “We're going to move 
this way.” The tough part is when he 
has to make not the simple choice be- 
tween right and wrong, but the choice 
between two rights or two wrongs. 
This is the ulcer-producing environ- 
ment of our business society. 


The Executive Personality 

Though the environments discussed 
above are not the only ones in which 
the business executive operates, they 
are, I think, the most important. The 
questions now to be considered are: 
How does the executive adjust to these 
various environments? What are some 
of the successful ways of meeting these 
demands? 

Some helpful clues are forthcoming 
here from what we already know 
about successful executive perform- 
ance, that is, the kinds of personalities 
and skills that successful executives in 
established corporations appear to 
have. Professor William Henry, of the 
University of Chicago, who has made 
an extensive analysis of the executive’s 
social personality, has provided us 
with some valuable insights into this 
question. His observations, modified 
in part by my own thinking, shape up 
something like this: 

Ability to integrate. The executive 
has to have, first of all, the ability 
somehow to organize, or make sense 
of, the world that he perceives about 
him. This means that he has to be able 











to integrate what he perceives and to 
‘ pull it together into some kind of pic- 
ture. It doesn’t make a lot of difference 
whether it is the right picture or the 
wrong picture. It is never completely 
right or completely wrong—only more 
or less plausible. (Nobody will ever 
know anyway, except through looking 
back at historical trends and past hap- 
penings.) But it does have to be a pic- 
ture in which the argument is good 
and in which the details available for 


understanding the situation have 
somehow been effectively brought to- 
gether. 


We have all seen the difference be- 
tween the man who can do this and 
the man who cannot. One man can 
move into a situation, get the details 
quickly, and put them together in 
some sensible way. Another, in a sim- 
ilar situation, starts turning over this, 
that, and the other thing, and never 
manages to tell you what it’s all about. 
He may be able to tell you the 50 dif- 
ferent things it might be about, but 
not what it is really all about. This 
means, then, that the successful execu- 
tive has to be a well-integrated man— 
in Freudian terms, a man with a suf- 
ficiently strong ego to enable him to 
reach out, incorporate the world 
around him, say, “This is the way it 
appears to me,” and stand by his con- 
victions. 

Obviously, he can do this at various 
levels. There are those business ex- 
ecutives who can tell you all about a 
certain segment of the total problem. 
These are the men who can operate 
reasonably effectively, but who are 
going to miss all the finer points. They 
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do not have the statesmanlike quali- 
ties, the ability to incorporate many 
different factors into the integrations 
they make. Often, they will skip over 
vital considerations. The fundamental 
requirement, however, is that the man 
be at least able to integrate something; 
the postgraduate requirement is that 
he be able to integrate on a broad 
scale. 

Ability to decide. The second per- 
sonality requirement that has emerged 
from Dr. Henry’s analyses is that the 
man be able to reach a decision. There 
are many people who are afraid to de- 
cide. They have not been trained to 
reach decisions; they have been 
trained simply to analyze, which may 
be a valuable attribute in itself, but is 
not necessarily a virtue in a man who 
is required to reach a decision for his 
company. There are some very good 
staff men, incidentally, who can ana- 
lyze what it’s all about and say, “This 
is what I think should be done.” But 
before they act they have to go to the 
boss and say, “Boss, what do you 
think?” If the boss says, “I think it’s 
great,” the man can move. Up to this 
point, he can’t. The ability to decide 
seems to depend partly on ego, partly 
on conviction, and partly on a certain 
type of character. 

Judgment. Still another factor that 
enters into the mental qualifications 
of the successful executive is judgment. 
Business is an ongoing activity, and 
there is a strong element of responsi- 
bility involved in it. A man may have 
some wild ideas, but he’d better not 
try them, not when the destiny of the 
company and all its employees is at 
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stake. So judgment—practicality, the 
awareness of where we are now, 
where we're going, and what we 
might hopefully accomplish in a cer- 
tain period of time—is essential. This 
includes awareness of the effects of de- 
cisions here on factors over there. 
Again, much of the difference between 
the mature and the immature execu- 
tive lies in judgment.* 

Ability to project. Another require- 
ment is the ability to project or to 
forecast events. This is a very difficult 
psychological concept. I don’t quite 
know how you spot it in a person, 
and yet there it is. There are some 
people who can perceive what is likely 
to occur if you do this, this, and this. 
They can put it together by a process 
that’s not exactly logical, but that nev- 
ertheless still involves logic. They’re 
certainly not clairvoyant, but they have 
a kind of insight into what is likely 
to happen. 

Orientation toward work. Asa rule, 
the successful executive is also work- 
oriented. He has a high degree of 
energy, which he can channel into his 
work. This distinguishes him from 
many people who can also think and 
make decisions, but who don’t want 
to do it too often because it’s too much 
of a strain. Take this example of a 
fellow who was sales manager for a 
company run by his family. He would 
come in to work once in a while, put 
his feet up on the window sill, and 
come up with an idea that, he said, 
paid his salary for that year and more. 
* For a more extended discussion of this point, 


see “The Older Manager: His Limitations and 
Assets,” pp. 39-48 of this issue.—Ep. 
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He used to say, “That was all I felt I 
should give to it.” Then he would go 
back to pursuits that were more in- 
teresting to him. His 85-year-old father 
finally fired him. 

There were other people in that or- 
ganization who were charging about 
doing all kinds of things. The son 
used to say, “I think they have deep 
religious motivations of some kind. 
Certainly they are compulsive. I don’t 
resent them; if they want to do that, 
God bless them—let them go ahead 
and do it. It just isn’t for me.” In 
short, he was lazy, with a capital “L,” 
so far as business was concerned. 

By work-orientation I don’t mean 
that flurry of activity you sometimes 
find in many organizations. 1 mean 
the ability to channel the work. I’ve 
seen one top-notch executive sit down 
after a cocktail party and write three 
speeches for a convention the follow- 
ing day—one for the chairman of the 
board, one for the president, and one 
for himself. Obviously, all three had 
to be good. How he did it I'll never 
know, but he did it. Being able to pro- 
duce at the crucial hour or moment de- 
mands the toughest kind of creative 
effort. Many top executives have this 
kind of drive, and many of them have 
tremendous physical stamina. They be- 
lieve that work in itself is worth while; 
they value accomplishment for accom- 
plishment’s sake, not for the sake of 
the money that's in it, or the status, or 
the glory. 

Maturity. Another factor in the 
executive’s personality is his image of 
himself as a mature person. There are 
many men who envision themselves as 














young, frivolous clowns. They’re won- 
derful people; it’s fun to have them 
around an organization, but no one 
would ever think of putting them in 
charge of anything important. A suc- 
cessful executive has to see himself as 
mature and responsible. He’s there to 
do the job. 

Positiveness. Again, the executive's 
relationship with higher levels of au- 
thority, certainly in big companies, is 
positive. There is no deep, inner hos- 
tility toward papa. There is a definite 
feeling, “The guy up there is the old 
man; I’ve got a lot to learn from him. 
Some day I might be able to do better 
than he, but when all’s said and done 
he’s pretty able, and I want to be like 
him.” That’s the important point. 
Without this positive relationship, the 
executive runs the risk of ending up in 
the situation that confronted the hero 
of The Man in the Gray Flannel Suit, 
who, just at the point where he could 
have had the “old man’s” job, said, 
“The hell with it; I couldn’t take it. 
I think he’s terrible, really.” 

Cooperativeness. Finally, coopera- 
tiveness in his relationships with his 
colleagues seems to be another impor- 
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tant quality of the successful executive. 
Even though he may be a bull at heart, 
he’s not going to fight every other bull 
in the place to get his own way. He’s 
geared more to the cooperative level 
than to the highly individualistic level. 
Also, he can deal with his subordinates 
without having feelings of guilt. His 
attitude toward them is not so emo- 
tionally charged that he feels guilty as- 
signing them jobs that he couldn’t do 
himself. We've all seen men like this. 
They cannot run an organization be- 
cause they will eventually usurp all the 
dirty jobs for themselves. In time, 
they'll wind up doing everything, and 
everyone else will be standing around 
watching them work. 

While these observations are by no 
means conclusive or definitive, they do 
represent one kind of thinking that 
must be done if executive development 
programs are to be worth their salt. 
Just what training is required to equip 
men for positions of ever-broadening 
managerial responsibility is still a de- 
batable question. Important new 
thrusts in business education may well 
be achieved through more intensive 
study of the elements outlined here. 


Who Checks References? 


Rererences from former employers, once a major deciding factor in whether the 
applicant got the job or not, no longer carry as much weight as they used to. In 
a recent Industrial Relations News survey, only 15 of the 25 companies questioned 
said that they check references. When minor falsehoods are uncovered, they are 
usually overlooked. Most common fibs: dates of employment, education, salary, age, 


or reason for leaving previous job. 
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Iw practicatzy all companies today, 
the preferred method of inducing em- 
ployees to work faster, or better, or 
both, is to offer them more money. 
The particular inducement used may 
take any one of a variety of forms— 
group or individual incentive systems, 
merit increases, length-of-service in- 
creases, bonuses, commissions, profit- 
sharing plans, to name but a few. But 
‘whatever incentive is offered, its un- 
derlying rationale is the belief that 
workers are spurred to greater efforts 
by the prospect of higher earnings. 

In actual fact, there is remarkably 
little experimental evidence to support 
this view. This is not to say, of course, 
that money is not an effective motiva- 
tor per se. Any company paying sub- 
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More money may be an effective means of 
spurring employees to work harder. On the 
other hand, it may not. 


Does Higher Pay 


Bring 


Higher Productivity? 


standard wages eventually learns that, 
though people may not work for mon- 
ey alone, they are seldom particularly 
receptive to the idea of working for 
less than they can earn in a similar job 
elsewhere. But this is hardly the point 
at issue. The question to be resolved is 
not so much whether people work 
primarily for money, or even whether 
they work better for more money. 
What we really want to know is which 
financial inducements can be relied 
upon to increase productivity and 
which cannot. Or, to put the question 
another way, how can money be used 
to motivate employees to produce 
more? 

Actually, “motivate” is hardly the 
right word to use in this connection. 
Expressed in its simplest psychological 
terms, a “motive” is an inner urge to- 
ward something—food, drink, recog- 
nition, security, and the like. The ex- 


ternal object that satisfies the need—a 
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hot dog, a milk shake, a pat on the 
back, imsurance—is an “incentive.” 
Thus, money, strictly speaking, is an 
incentive, and our question would be 
more properly phrased: How can 
money be used to incentivate employ- 
ees to produce more? Rather than fall 
back on this barbarism, however, let us 
continue to say “motivate,” remember- 
ing that when we offer people some- 
thing over and above their base wages 
or salaries, it is their incentives, not 
their motives, that are being changed. 


Some Classic Studies 

Before coming to grips with our 
main question, it may be pertinent to 
review here some research findings 
about the effectiveness of money as a 
reward. One study, for example, that 
compared college freshmen of equal 
ability but varying economic status 
found that the students who needed 
money received better grades than 
those who were financially secure. The 
researchers concluded that the hope of 
winning scholarships stimulated the 
needy students to work harder. 

In another study, conducted in a 
school for the unemployed in Eng- 
land, four girls who were paid by the 
day stitched on canvas for two months 
to establish a production standard. 
After a six months’ interval, they re- 
turned to stitch for five weeks under a 
wage incentive system. Though they 
had presumably lost some skill in the 
meantime, the girls exceeded their old 
standard from the first week onward. 

Still another study found that chil- 
dren learned to read better when re- 
wards of candy, toys, or money were 


held out to them. Though candy was 
the most effective incentive, money 
could be, and always was, exchanged 
for candy, and so it too was effective. 

While all these studies apparently 
showed that money motivated people, 
none of them can be considered in any 
way definitive. They are too academic 
and cover too short a time span and 
too few persons. As a group, however, 
they do suggest that money can be an 
effective incentive to produce more. 

On the other hand, an English fac- 
tory study similar to the ones de- 
scribed above showed that this is not 
necessarily so. Here, a group of young 
girls was employed threading needles 
for older girls to use. The girls thread- 
ed an average of 96 dozen needles a 
day and were paid on a day rate. When 
a piece-rate system was installed, <heir 
average dropped to 75 dozen needles. 
Then a new system was introduced: 
When the girls reached a daily stand- 
ard of 100 dozen, they were allowed to 
go home. Production immediately 
jumped; the girls reached their quota 
on an average of two-and-one-half 
hours early each day. 

The explanation in this case was 
simple: Money had no incentive value 
in this situation because the girls’ par- 
ents were taking all their earnings. 
The chance to get out of work early, 
on the other hand, had a real appeal 
to them and hence was a real incen- 
tive. 

The evidence offered by industrial 
engineers, though taken from more 
pertinent situations than these classic 
studies, is equally inconclusive and 
even more likely to involve oversim- 
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plification. In his book, Lincoln’s In- 
centive System, J. F. Lincoln tells how 
his plant’s productivity increased over 
the years after the introduction of an 
incentive system and a profit-sharing 
bonus. Concluding that piecework is 
the only proper way of paying for pro- 
duction, he advises management to 
study the job in question, set the best 
method of doing it, establish a price 
for the job, and stick to it regardless of 
what happens to earnings. 

Unfortunately, this kind of study 
does not really demonstrate the effect 
of any one variable like money. It 
merely shows that over a period of 
years productivity, pay, and sales went 
up, prices went down, and so forth. 
With so many variables to take into ac- 
count, it is impossible to determine 
what effect a particular one might 
have had, especially over an extended 
period of time. 


Maybe It’s Not the Money 

The Hawthorne studies covered a 
shorter period and were more limited 
in scope than most industrial engi- 
neering studies. There it was found 
that small groups of employees in- 
creased their production under vary- 
ing working conditions and pay sys- 
tems. An incentive system brought 
about greater productivity—or was ac- 
companied by greater productivity— 
than a time system, and when one 
group was later put back on a day 
rate, its production fell off. There were 
indications, however, that the in- 
creased production under the incen- 
tive system was a result not of the sys- 
tem itself but of the reduction in the 
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size of the work group from a whole 
department to only four or five em- 
ployees. 

This explanation receives some sup- 
port from an English study that found 
small work groups producing about 6 
per cent more than large work groups, 
regardless of the pay system. If we sub- 
tract this figure from the 15-30 per 
cent productivity increase at the Haw- 
thorne plant, we are left with 9-24 per 
cent to be accounted for by other fac- 
tors, including the pay system. The 
Hawthorne researchers noted that the 
effects of different wage systems were 
completely entwined with other varia- 
bles in the situation and agreed that 
there was therefore no real evidence 
that the productivity increases were 
due to wages alone. 

A similar experiment in an English 
candy factory, carried out around the 
same time as the Hawthorne studies, 
pointed up another factor modifying 
the effects of wage incentives. The ten 
girls studied rotated on five opera- 
tions. For nine weeks, each girl was 
paid a straight day rate, and produc- 
tion was roughly constant; for the 
next 15 weeks, a competitive bonus 
system was used, and production in- 
creased 46 per cent; for the final 12 
weeks, an individual piece rate was in 
effect, and production increased anoth- 
er 30 per cent. Interestingly enough, 
however, the production rate on one 
of the five operations—unwrapping 
poorly wrapped pieces of candy— 
showed no change throughout the en- 
tire study, simply because the girls dis- 
liked this particular task. Here again, 
more money was not necessarily an in- 








fallible spur to greater productivity. 

Still another factor that can rein- 
force or counteract the effect of wage 
incentives cropped up in a study con- 
ducted in the boot and shoe industry. 
Out of 454 comparisons made in 43 
English factories, 430 found piece 
workers producing at a higher rate 
than day workers. In fact, piece work- 
ers produced about twice as much as 
day workers. Pitting these averages 
against American figures, however, 
the researchers discovered that not 
only did American workers in both 
categories far outproduce their Eng- 
lish counterparts, but American day 
workers came much closer to the pro- 
duction rates of the English piece 
workers. It seems likely that the sub- 
stantial increase in productivity that 
accompanied the incentive systems in 
England was as much a function of 
the way the work had been reorgan- 
ized before the incentive systems were 
installed as of the incentives them- 
selves. (Incidentally, the work was as 
well organized for the average Ameri- 
can day worker as for the average 
English piece worker.) 

To summarize thus far, the evidence 
from empirical studies indicates that 
while financial incentives do seem to 
result in greater productivity, their 
precise influence is impossible to de- 
termine. Productivity is clearly af- 
fected also by such factors as the size 
of the work group, the inherent nature 
of the task, the organization of the 
work, the nature of the incentive sys- 
tem itself, and perhaps the length of 
time involved. There are undoubtedly 
still others, such as union-management 
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attitudes and collective bargaining 
agreements, whose effect has not yet 
been fully analyzed. 


Evidence from Surveys 

The conclusions drawn from these 
empirical and quasi-experimental 
studies of incentive systems are sup- 
ported by the findings of various sur- 
veys. Thus, in 1948, the Dartnell 
Corporation surveyed 117 companies 
with incentive systems. The respond- 
ents agreed that their systems had re- 
sulted in lower unit costs, higher pro- 
ductivity, higher morale, and lower 
absenteeism. (Needless to say, these 
were merely the opinions of the par- 
ticipating companies, and there is no 
way of knowing how far they were 
actually based on objective data.) 

Another survey, of 514 incentive 
plans, which was carried out in 1953, 
found that production had increased 
about 38.99 per cent, labor costs 
had decreased about 1158 per cent, 
and take-home pay had increased 
about 11.76 per cent. Like the indus- 
trial studies, however, this survey 
could not measure the exact contribu- 
tion of the wage incentive itself. 

Though our discussion thus far has 
centered on formal wage incentive 
systems, principally because these have 
been so extensively studied, there are, 
of course, other supplements to base 
pay that might be mentioned here. 
Profit-sharing plans, for example, are 
often regarded in this country as a 
kind of incentive system. In other 
countries, however, they are not con- 
sidered to be incentives, and no evi- 


dence has yet been adduced that en- 











24 PERSONNEL 


titles us to conclude that profit sharing 
results in greater productivity. In fact, a 
worldwide survey carried out by the 
Australian Government in 1947 found 
that profit sharing had no effect on 
output and efficiency. Though com- 
panies with profit-sharing plans may 
be happy with them, their main bene- 
fit seems to be that they induce em- 
ployees to stay with the company, not 
necessarily to work harder. 

Industrial research, then, throws lit- 
tle light on the question: Does more 
money spur employees to greater ef- 
fort—and if so, what kind of induce- 
ment constitutes the most effective 
means of increasing productivity? To 
answer this question, and to formulate 
a set of basic principles as a guide for 
action, we must employ an entirely 
different approach. We must begin by 
asking ourselves: When an employer 
offers some financial inducement to his 
employees in the hope of raising their 
productivity, what actually is he try- 
ing to do? 

Analysis of this question will quick- 
ly show that, in effect, the employer is 
trying to change the employees’ be- 
havior. He is trying to teach them a 
new habit—the habit of producing at 
a faster rate, or perhaps at a higher 
level of quality. The effectiveness of 
the inducements he offers will depend, 
therefore, on how far they fulfill the 
requirements that must be met if learn- 
ing is to take place. 

What are these requirements—the 
basic conditions of the learning proc- 
ess? The following simple formula- 
tion should be adequate for our pur- 
poses here, as well as acceptable to the 
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various schools of psychological 
thought, regardless of their differences 
on more specific points: 

Learning proceeds better—faster, 
more accurately, and so forth—when 


® The learner is motivated—when he 
has a need for something. 

> There is an incentive appropriate to 
the motive. For the traditional rat in the 
maze, food is an effective incentive only 
if he is hungry; drink, only if he is 
thirsty. Similarly, for the English girls 
threading needles, money was an inef- 
fective incentive, but time off was highly 
effective. 

® The learner intends to learn. The 
teacher should gratify his intention by 
keeping him informed of his progress. 
There must be an awareness of the rela- 
tionship between the activity and its mo- 
tive and incentive. 

® The learner understands what he is 
supposed to be learning—a principle that 
we implicitly recognize by instituting 
indoctrination programs. 

& The reward immediately and invari- 
ably follows the successful completion of 
the task, while failure is equally certain 
not to be rewarded. 


In summary, then, the learning proc- 
ess requires that there be (1) a motive, 
even if it is only the intent to learn; 
(2) understanding of what is to be 
learned; and (3) an incentive that is 
appropriate to the motive, recognized 
as being related to the action, and cer- 
tain of being applied immediately as 
soon as the correct action has been suc- 
cessfully completed. 

The ‘accompanying table represents 
an attempt to apply these criteria to 
various types of financial incentives. 
(Two criteria—motivation and un- 
derstanding—have been omitted as be- 
ing applicable to all types.) Though 
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the table clearly shows which incen- 
tives meet the necessary criteria and 
which do not, some explanatory notes 
on each type of incentive may be help- 
ful. 

1. Merit increases. These are usually 
given at a predetermined review date 
and thus are not associated with any 
particularly good piece of work. In 
fact, the employee seldom perceives 
any relation between his work and the 
increase, except that someone may tell 
him that he has done a good job over 
the past year. In the case of an employ- 
ee’s talking his boss into a raise, the 
performance record is even less rele- 
vant. The employee is being rewarded 
for his persuasiveness, not his per- 
formance. He need not even have in- 
tended to do well in his job, though 
he no doubt intended to get a raise. 

Then, too, merit increases are usual- 
ly determined by the supervisor’s opin- 
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ions of the employee’s performance, 
which may not be objectively sound. 
(A recent study using the “critical in- 
cident” technique found that super- 
visors forgot even important actions 
by their subordinates within one or 
two weeks.) Since merit ratings may, 
and generally do, bear little relation- 
ship to actual performance, there is lit- 
tle or no reason to expect the raises to 
have any influence on output. As a 
matter of fact, employees may come to 
expect a periodic raise and become bit- 
ter if they don’t get it, or don’t get it 
on time, or don’t get as much as they 
expected. 

As they are usually administered, 
then, merit increases do not meet the 
four criteria of an effective incentive. 
They can work, though—if they are 
given soon after an outstanding ac- 
complishment, if the employee is told 
the reason for the increase, and if, on 





How Various Types of Financial Incentives 
Meet Conditions Required for Increasing Productivity 
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the other hand, his undesirable actions 
are immediately pointed out to him as 
grounds for the withholding of a raise. 

2. Negotiated increases. It would be 
unrealistic to expect an increase in 
production to follow a negotiated 
wage increase, which does not recog- 
nize either the group’s or the individ- 
ual’s productivity and whose timing 
is determined by quite another set of 
factors. There is no certainty under 
this system, either: negotiations dur- 
ing a period of rising employee pro- 
ductivity do not necessarily result in 
an increase, whereas negotiations dur- 
ing a period of low productivity some- 
times do result in an increase. The be- 
havior that is really being rewarded 
here is skill or power in negotiating, 
but not productivity. Moreover, sharp 
labor-management conflict in the 
course of negotiations is likely to re- 
sult in an immediate lowering of 
productivity. 

Individually negotiated increases us- 
ually take the form of a contract such 
as salesmen have and include some 
sort of bonus or commission. For this 
reason, they ought really to be consid- 
ered as individual incentive systems 
and hence will not concern us here. 

3. General increases. General in- 
creases, whether or not they are won 
by negotiation, have the same defects 
as negotiated increases: they bear no 
relation to what the employees are do- 
ing or to their intent, since the poor 
producer is rewarded as well as the 
good producer; and, of course, they 
are neither immediate nor certain 
upon good performance. The only pos- 
sible source of increased productivity 
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under this system is a slight temporary 
feeling of gratitude on the part of the 
employees. 

4. Productivity increases. Despite 
their name, productivity increases are, 
most commonly, negotiated general 
increases with no necessary relation to 
the contributions of the beneficiaries. A 
company might raise its productivity 
through better tooling or better de- 
sign, thereby achieving lower costs re- 
gardless of the actions of its labor 
force. These gains would then be 
passed on to employees who might 
have had nothing at all to do with the 
increase in output. This kind of in- 
crease thus has no relation to employ- 
ees’ intentions or behavior, it is not 
applied immediately upon their per- 
forming some desirable action, and it 
is not certain. 

5. Cost-of-living increases. Though 
they seem at first glance to be ethically 
“right,” cost-of-living increases are 
basically inequitable and, unless ac- 
companied by greater productivity, in- 
flationary. In any event, as the table 
shows, they are totally ineffective in 
assuring productivity. Actually, they 
are nothing but negotiated general 
increases. 

In passing, it may be said that the 
increases we have been examining 
may, of course, have a strong and di- 
rect effect on the company’s productiv- 
ity—by forcing the employer to de- 
velop better products or methods, or 
buy better tools and equipment, in or- 
der to offset the cost of the increase. 
Needless to say, this is not the direct 
effect he is seeking, and should not be 
equated with an actual increase in 
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the productivity of the employees.) 

6. Length-of-service increases. 
Though often valuable in reducing 
labor turnover, these increases bear no 
more than a coincidental relation 
either to productivity or to the intent 
to produce more. They do have imme- 
diacy and certainty, but the achieve- 
ment they reward—ten years of serv- 
ice, for instance—is altogether irrele- 
vant to productivity. 

7. Profit sharing. Since profit-shar- 
ing plans bear some relationship to the 
productivity of individual employees, 
if only remotely, it can be presumed 
that employees will want to produce 
more in order to share in greater 
profits. Under most plans, however, 
the rewards are granted only once a 
year and thus lack immediacy. They 
also lack certainty, though the employ- 
ees often have some idea whether or 
not things are going well for the com- 
pany. 

These plans could be more effective 
if the connection between perform- 
ance and reward were made clearer by 
a more frequent distribution of the 
profits—perhaps quarterly instead of 
annual. One defect, however, would 
still remain: the individual employ- 
ee’s performance does not determine 
his share of the pie. 

8. Bonuses and commissions. These 
two forms of compensation are sufh- 
ciently alike to be treated together. For 
our purpose, the term “bonus” means 


extra payment for extra results, such 
as a salesman might get, rather than, 
say, a Christmas bonus, which is usu- 
ally a form of profit sharing. Bonuses 
and commissions need not be related 
to profits, but they are related to some 
activity, and are, obviously, appropri- 
ate to the intent to make more money 
by producing more. In general, the re- 
ward is sure to follow the results, and 
it comes soon after. These forms of 
compensation meet, or can easily be 
made to meet, the four requirements 
of an effective incentive. 

9. Individual and group incentive 
plans. Incentive plans score on all four 
criteria: the incentive is directly re- 
lated to performance and to the intent 
to earn more by producing more; the 
rewards are certain, and they come 
quickly. 

To make group incentives wholly 
satisfactory on the first two criteria, 
the size of the group may need ad- 
justing. As was noted earlier, small 
groups are usually more productive 
than large groups. In small groups the 
individual’s contribution is more ap- 
parent, and there is more room for his 
intent to produce to come into play. 
Industrial engineers usually equate the 
group with an operational unit, which 
may actually be quite large. To achieve 
the optimum operation of an incen- 
tive plan they might do well to make 
the group as small as timekeeping and 
other control activities will permit. 


Tue First three months of this year saw the greatest decline in the number of 
work stoppages for these months for any year, except 1958, since the end of World 
War II. During this quarter, there were 720 strikes involving 220,000 workers and a 
loss of 3.7 million man-days. The same period in 1959 saw 728 new strikes causing 
4.43 million man-days of idleness and involving 253,000 workers. 
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Hanory a Monti goes by without the 
appearance somewhere of an arti- 
cle on performance appraisal, a subject 
of controversy for over 40 years. The 
article, moreover, will fall into one of 
two distinct categories. Its title will be 
either something on the order of “How 
to Establish a Performance Appraisal 
Program” or else a variant of “An Ag- 
onizing Reappraisal of Appraisal.” 
When a topic keeps the center of the 
stage as long as this, it is evident that 
the heart of the problem has not yet 
been reached—let alone the solution! 
In the past, most of the discussion 
about performance appraisal centered 
on the difficulties inherent in the rating 
process itself—the “halo effect” and the 
unwillingness or inability of raters to 
use the extremes of the rating scale. 
It was to counteract these weaknesses 
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that such methods as group appraisal 
and forced-choice rating were devised. 
Similarly, the “critical incident” tech- 
nique was developed to provide more 
“objective” ratings than were forth- 
coming from the use of conventional 
rating scales. 

More recently, however, attention 
has been focused less on the difficulties 
of the rating procedure than on the 
problems presented by the way people 
react to being appraised. Among such 
problems, for example, are these: 

1. Low grades make people angry. 

2. Criticism arouses defensiveness and re- 

sentment. Hence, far from stimulating the 

employee to improve, it tends to reinforce 
his present behavior. 

3. There is a steady widening of differ- 

ences between people who must work 

together. 

In short, the more modern approach 
to performance appraisal views it as 
essentially a problem in communica- 
tions—the establishment of a construc- 
tive relationship between the rater and 
the employee. This approach, which we 
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use at United Air Lines, sees perform- 
ance appraisal as a supervisory tool, a 
means of helping the employee main- 
tain satisfactory performance on his 
present job. Hence, our program is 
based on the idea that an appraisal sys- 
tem should provide opportunities for 
talking with, and counseling, the em- 
ployee, thereby creating mutual under- 
standing and better supervisory-em- 
ployee relations. 

But before an appraisal program can 
actually operate in this manner, we 
need to know more than we do about 
what really goes on between the par- 
ticipants in an appraisal interview. At 
United Air Lines, we have explored 
this problem through a projective 
device designed to tap attitudes and 
feelings at a deeper, unconscious level.’ 

We adopted this method because we 
believed that until the unconscious 
feelings about appraisal have been un- 
covered, it is not possible to develop 
a program that will be effective in 
terms of the goals defined above. 

The device we used, called the PEP 
Situation Survey, after our Personnel 
Evaluation Program, consists of four 
pictures about performance appraisal. 
It follows the pattern of such familiar 
projective tests as the Rorschach and 
the TAT. Each picture appears on a 
separate sheet of paper, with space to 
write a story about it. 

This article will discuss what we 


1The term “unconscious” is viewed differently 
by different schools of psychology. For our pur- 
poses, the best definition is the one given in 
Collier’s Encyclopedia, XIX, 16: “We will call a 
process ‘unconscious’ when we have to assume 
that it was active at a certain time although at 
that time we knew nothing about it.” 





learned from administering the PEP 
Situation Survey to 47 supervisors and 
managers from various UAL depart- 
ments. At the outset, the participants 
were given the following instructions: 


We'd like to get your reactions to these 
pictures about the Personnel Evaluation 
Program. You are to write a brief story 
about each picture, describing the 
thoughts and feelings that are involved. 

If you wish, you may give the people in 
the pictures a name and a job classifica- 
tion. Tell what each person in the picture 
is thinking, feeling, and saying. In con- 
cluding your stories, tell the outcome or 
results of the meeting. 


(Participants were allotted about 
five minutes to write each story.) 























FIGURE 1 
InstrucTION: In this picture the employee 
is about to enter his supervisor's office for 
his annual PEP review. Write a story de- 
scribing his thoughts and feelings. 














30 PERSONNEL 





JULY-AUGUST, 1960 





TABLE 1 
Correlation Between Reactions to Appraisal and Plans to Improve 


REACTION 
Non-Anxious Feelings: 
Glad, pleased, hopeful 
Confident 
Looking forward to meeting 
Reflective 
Sub-total 
Anxious Feelings: 
Apprehensive, insecure, anxious 
Uncertain 
Hurt 


Sub-total 
Defensive Feelings 


Grand total 


PLANS TO IMPROVE 


Number Yes No 
4 3 1 

7 2 5 

4 3 1 
p> e ra i a. 2 
16 9 7 
13 = 13 
10 2 8 
mm i = Pa 
24 2 22 
= a =. mm 4 
47 TT 36 





Anticipating the Appraisal Interview 

The first picture (Figure 1) was de- 
signed to find out what supervisors 
imagined their subordinates were 
thinking as they came in for their an- 
nual PEP review. It elicited three kinds 
of stories: 


1. This particular employee’s work 
throughout the past year has been gener- 
ally satisfactory. He looks forward to the 
interview with confidence, knowing full 
well that his supervisor is eager to help 
him by counseling him about his career 
with the company. 

2. “I wonder if he’s noticed that I tried 
to improve the factors I was rated low in 
last year. I wish I'd had more opportuni- 
ties to meet with him. How can he pos- 
sibly evaluate me when our contacts are 
so limited?” 

3. “I wonder where I’m going to be 
downgraded. I have plenty of material to 
refute anything my supervisor will say. I 
doubt if he is qualified to evaluate cer- 
tain aspects of my work. He never knows 
about some of the better things I do be- 
cause I don’t tell him, while I do tell him 
about the problems—perhaps too freely.” 


The most salient feature of these sto- 
ries is the direct correlation they show 


between the feelings expressed by the 
employee and the quality of his rela- 
tions with his supervisor. The em- 
ployee in the first story, who shows no 
anxiety, knows his supervisor wants to 
help him. The second employee, who is 
anxious about the conference, regrets 
the lack of contact with his supervisor. 
The third, who is defensive, already 
has unsatisfactory relations with his su- 
pervisor, and the relations are likely to 
become worse. 

The three categories non-anxious, 
anxious, and defensive can be applied 
to the feelings expressed in all 47 stories 
written about Figure 1. As Table 1 
indicates, most of the stories show the 
employee feeling anxious or defensive 
about the forthcoming interview.” 
These feelings correlate with another 
element of the stories—mention of 
plans for improvement. The table 


* Table 1 is reproduced through the courtesy of 
the Journal of Business, Graduate School of 
Business of the University of Chicago, Chicago, 
ll. It appeared in an article by the author en- 
titled “A New Concept of Performance Apprais- 
al,” July, 1959, pp. 229-243. It is discussed 
there in greater detail. 
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shows that only two out of the 24 
anxious employees and none of the 
defensive ones are planning to improve 
their job performance. Comments like 
“I know I’ve been doing a good job, 
but does my boss know it?” reveal that 
what these employees want is not sug- 
gestions for improvement but reassur- 
ance that everything is all right. On the 
other hand, more than half the non- 
anxious employees plan to do better in 
the coming year. 

These findings suggest that a relaxed 
atmosphere, characterized by mutual 
understanding, is effective in motivat- 
ing the employee to improve his per- 
formance, whereas a threatening at- 
mosphere is not. Of course, it does not 
follow that even in a threatening sit- 
uation employees may not be highly 
interested in bettering their positions 
in terms of higher status and pay. Sev- 
eral stories mention this kind of inten- 
tion to improve. 


What Happens in the Interview? 

The second picture (Figure 2) pro- 
vided information about the interac- 
tion between the supervisor and the 
employee during the review meeting. 
The stories written about this picture 
show that the supervisors are con- 
cerned about their own ability to tell 
the employee his weak points in such a 
way as not to have an adverse effect 
on his attitude and future perform- 
ance. About half the supervisors—23 of 
the 47—think they must emphasize 
the employee’s weak points in order 
to help him. This is revealed by such 
comments in the stories as the three 


that follow: 


1. Asking the employee what he would 
like to talk about gives the supervisor an 
opportunity to discuss frankly the areas 
that need further strengthening. 


2. “If I can get my thoughts across, then 
John should be able to improve.” 

3. Supervisor: “I think you're doing a fine 
job, but I have listed the items on which 
you could improve.” Employee: “Yes, I 
see you have.” As the interview ends, both 
parties feel it was highly unsatisfactory. 


But, as Table 2 shows, only one of 
these 23 supervisors envisions the em- 
ployee as planning to improve. Only 
three of the 47 supervisors choose to 
emphasize the employee’s good points; 
the interviews they describe, however, 
do result in plans to improve. Of the 
13 stories in which the supervisor 
makes suggestions and guides the em- 
ployee into discussing improvement, 
ten show plans to improve. In eight 
stories the supervisor uses the “sand- 
wich” method, interlarding compli- 

















FIGURE 2 
Instruction: In this picture the employee 
feels he is doing a good job. The supervisor 
thinks so too, but he would like to see im- 
provement in a few areas. Tell what each 
person is thinking, feeling, and saying and 
describe the outcome of the meeting. 
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ments with references to weak points; 
in only three of these does the method 
bring success. More often, the pictured 
employee senses that the supervisor is 
trying to manipulate him, as the fol- 
lowing story illustrates: 


Supervisor: “Tll start with some of his 
good points. Perhaps I can get him to 
bring up the weak ones. If not, I'll men- 
tion them.” 

Employee: “The supervisor is trying for 
something. I don’t like his paternalistic 
attitude. If he has something on his mind, 
let him say it and leave psychology out 
of it.” The conference represented a bat- 
tle of wits. 


The stories about Figure 2 do not 
merely tell which techniques are the 
most effective. The fact that only 36 
per cent of the respondents chose to 
give their stories a happy ending sug- 
gests that supervisors are for the most 
part pessimistic about their ability’ to 
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motivate and develop their employees. 

But, as Table 2 shows, the more 
“permissive” the approach, the greater 
the likelihood of improvement in the 
employee’s performance—or, stated 
another way, the “employee-centered” 
approach is more effective than the 
“production-centered” approach. The 
supervisor who emphasizes the em- 
ployee’s weak points may thus be able 
to satisfy some of his own personal 
needs, but “laying it on the line” is 
likely to raise defensiveness and inhibit 
improvement on the part of the em- 
ployee. 


More Support for “Permissiveness” 
The last two pictures (Figures 3 and 
4) were designed to give further in- 
sights into the differences in behavior 
that produce success and failure in mo- 
tivating improvement. The two pic- 





TABLE 2 


Supervisor's Behavior in Review Meeting and 
Employee’s Reactions and Plans to Improve 


SUPERVISOR’S BEHAVIOR 


Supervisor es- 
tablishes climate 
for exchanging 
ideas or is eager 
to ti 
ployee’s 

points. 


phesizes 
points; 





em- guid 


EMPLOYEE'S good into 


REACTIONS 


Defensive or not 0 
accepting 

Friendly, at ease 6 
Pleased 7 


Not indicated 
Total 
PLANS TO IMPROVE 


Supervisor 
strong 
makes 
suggestions 
employee 
discussing 
improvement. 


em- Supervisor men- Supervisor feels 
tions strong he must empha- 
points in order size the employ- 
or to bring up ee’s weak points 
weak points. to help him; es- 
tablishes formal 
atmosphere. 


18 
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tures, and the situations they represent, 
are identical, but in Figure 3 the em- 
ployee improves after the meeting, and 
in Figure 4 he does not. 

A comparison of supervisors’ be- 
havior in the stories written about 
these two pictures (Table 3) confirms 
the greater effectiveness of the permis- 
sive approach. The stories about Fig- 
ure 3 show the supervisor compli- 
menting the employee, listening to 
him, and letting him discover his 
weaknesses for himself—evidently feel- 
ing safe in doing so—whereas the sto- 
ries about Figure 4 show the super- 
visor emphasizing the negative side of 
the employee’s work, speaking very 
frankly, using threats, and doing all 
the talking. 

In writing about the successful in- 
terview, some participants pictured the 
supervisor as an older, wiser man, or 
one with some other special attributes, 
thus revealing their feeling that ex- 
traordinary powers are needed to gain 
the employee’s confidence and get him 
to follow instructions. A few “success” 
stories showed the supervisor winning 
the employee’s cooperation by dangling 
the possibility of promotion in front of 
him. Of course, supervisors who actu- 
ally use this technique have trouble in 
finding something to say to an employ- 
ee they don’t consider promotable 
and are therefore likely to suggest that 
he shouldn’t be evaluated every year— 
even though it is this kind of employee 
who may be most in need of guidance. 

In general, then, the stories written 
by our 47 supervisors and managers re- 
veal considerable anxiety and appre- 
hension in the supervisory-employee 


relationship. Most of the imaginary 
employees are anxious for reassurance 
that their work is being favorably no- 
ticed. It is mostly the few who are not 
anxious who make plans to improve 














FIGURE 3 


Instruction: The PEP review meeting is 
over and both the supervisor and the em- 
ployee look pleased with the results. The 
supervisor is pleased because he is sure the 
employee is going to improve. The employee 
does improve! Tell what went on during the 
meeting and how the employee improved. 














FIGURE 4 


Instruction: The situation is the same as 
in the last picture—except that the employee 
does not improve! Tell what went on dur- 
ing the meeting and what kind of improve- 
ment the supervisor had expected. 
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TABLE 3 


Supervisor's Behavior in Successful and Unsuccessful Interviews 


DESCRIPTION 


FIGURE 3 
Review Meeting 


FIGURE 4 
Review Meeting 


Resulting in Improvement Resulting in No Improvement 


GROUP 1: Supervisor recognizes the 
employee’s good performance, compli- 
ments him; establishes a relaxed atmos- 
phere for listening, exchanging ideas, 
and letting the employee discover his 
own weaknesses. 


GROUP 2: Supervisor has special attri- 
butes or methods that enable him to 
instill confidence in the employee and 
get his cooperation. 


GROUP 3: Supervisor promises or im- 
plies promotion or suggests that the 
employee has potential. 





GROUP 4: Supervisor lists the employee's 
weaknesses or places major emphasis 
on them. 


GROUP 5: Supervisor is not effective in 
communicating ideas, does all the talk- 
ing, or overgeneralizes. 


GROUP 6: Supervisor is blunt and criti- 
cal in reporting weaknesses or frank- 
ly warns of loss of job or opportunity 
for promotion. 


25 


(Only 46 of the 47 stories could be tabulated.) 





their performance. The anxious em- 
ployees are so engrossed in protecting 
their feelings or defending themselves 
that they have little energy left for 
growth and development. 


The pictured supervisors have 
mixed feelings. In most of the stories, 
the supervisor is in a dilemma—he 
knows that it is important to discuss 
the employee’s weak points in such a 
way as not to affect his performance, 
but he does not seem to know how to 
do this. Only 4 per cent of the super- 
visors who felt that they had to tell the 
employee to do better actually secured 
plans for improvement. 


If even the stories about successful 
appraisal situations manifest so much 
anxiety, it is no wonder that supervi- 
sors and managers frequently offer ar- 
guments for minimizing the use of 
performance appraisal or doing away 
with it entirely. 

Is There a Way Out? 

One of the most common rationali- 
zations runs this way: “We do not 
need an annual performance review 
because we should be talking with our 
employees more than once a year, any- 
way.” This argument is, of course, 
theoretically sound, but the supervi- 
sors who propound it are seldom the 
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ones who provide year-round perform- 
ance counseling for their men. 

This was well brought out in R. H. 
Finn’s report on a series of discussions 
about performance appraisal that was 
held at the Plantation Pipe Line Com- 
pany.* The supervisors, while agree- 
ing that it was desirable to evaluate 
and discuss job performance with each 
employee, did not believe a formal pro- 
gram was necessary. The employees, 
on the other hand, wanted a formal 
program because they doubted whether 
their supervisors would voluntarily 
provide them with the opportunity to 
“talk things over.” Ironically enough, 
the supervisors invariably said they 
wanted and needed periodic private 
discussions with their own bosses. Ap- 
parently, it’s only when they are con- 
fronted with the responsibility of dis- 
cussing their evaluations with their 
subordinates that supervisors find rea- 
sons for doing away witis performance 
appraisal altogether. 

It has also been said that supervisors 
resist making appraisals because they 
dislike “feeling like God.” No such 
feeling was evident, however, in the 
stories written by the UAL supervi- 
sors. On the contrary, as has been seen, 
most of them revealed feelings of in- 
adequacy. The argument about feeling 
like God seems to be simply a ra- 
tionalization of the desire to avoid a 
particularly distasteful responsibility. 
After all, supervisors do not demur 
that they feel like God when they are 
called upon to promote one person 


*R. H. Finn, “Is Your Appraisal Program Really 
Necessary?” PERSONNEL, January-February, 1960, 
pp. 16-25. 


rather than another, or to uproot a 
man and his family by transferring 
him hundreds or thousands of miles 
away. These are recognized and ac- 
cepted responsibilities of management. 
Why, then, the special qualms about 
appraisal ? 


Appraisal Goes Hand-in-Hand 
With Authority 

No doubt the process of having to 
explain their judgments to their sub- 
ordinates does make supervisors un- 
easily aware that they have indeed 
been “acting like God”—but though 
this makes appraisal more difficult, it 
is no argument for dispensing with it. 
One way or another, managers cannot 
escape making judgments about their 
subordinates—and so long as manage- 
ment entails the power and the priv- 
ilege of making decisions affecting 
other people, the responsibility of ad- 
vising those affected must go with it. 

Another argument against perform- 
ance appraisal that has been gaining 
favor lately holds that appraisal is not 
the supervisor’s responsibility at all— 
if the employee is to grow, he must 
know and criticize himself. There is 
truth in this also, but it is, after all, 
the supervisor’s opinion that deter- 
mines the employee’s work assign- 
ments and his progress in the com- 
pany. The employee knows what he 
thinks of himself—his problem is, 
“What does the boss think?” If there 
is to be mutual understanding, the su- 
pervisor must take the initiative in rec- 
onciling his evaluation of the employ- 
ee’s performance with the employee’s 
self-evaluation. 
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Since, as our study shows, there 
seems to be a general awareness that 
permissiveness is likely to stimulate 
plans for improvement, whereas the 
supervisor who “lays it on the line” 
most commonly encounters resent- 
ment and defensiveness, we may well 
ask, why aren’t supervisors more per- 
missive? Why do they feel it necessary 
to threaten the employee with separa- 
tion or hint that he will not be pro- 
moted if he does not improve? 

One possible explanation is that per- 
missiveness is somehow incompatible 
with the supervisor’s concept of his 
own role. He may think his role de- 
mands only that he give orders and 
enforce rules and regulations. This self- 
definition precludes permissiveness by 
making him increasingly insensitive to 
the impact his methods have on his 
subordinates. 

Another explanation may lie in the 
concept of the supervisor’s role held by 
his company’s higher-level manage- 
ment. His superiors’ attitudes provide 
a “climate” that conditions his behav- 
ior. If they see permissiveness as weak- 
ness, the supervisor is not likely to 
employ it. 


What Performance Appraisal 
Can—and Cannot—Do 

Supervisors’ views of appraisal and 
appraisal methods, then, are often dis- 
torted by their own anxieties and self- 
perceptions and by pressures from 
above. Similarly, top management's 
opinions frequently stem from a false 
perspective. While business leaders 
generally agree on the need for formal 
appraisal, many of them are disap- 
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pointed in its actual workings.* They 
see its value seriously diminished by 
its three kinds of limitations—limita- 
tions that, from another point of view, 
are inherent in appraisal but are not 
particularly relevant: 

1. Its inaccuracy as a measuring device. 
As has already been noted, the newer ap- 
proach sees this limitation as largely a re- 
sult of difficulties in communications and 
interpersonal relations. 
2. Its inadequacy as an administrative 
tool. According to the newer approach, 
performance appraisal cannot and should 
not be used for determining wage increas- 
es, promotions, and the like. Moreover, 
management’s purposes in applying ap- 
praisal are often mutually contradictory: 
a report that was written to help an em- 
ployee improve his job performance is not 
likely to give the sort of information that 
would be needed to justify a salary in- 
crease. 
3. Its failure to provide universally ac- 
cepted standards of judgment. How, for 
example, can a mere procedure for eval- 
uating performance make two supervi- 
sors—one aggressive and gregarious, the 
other quiet and reserved—see any one 
employee in the same light? 

The fact of the matter is, perform- 
ance appraisals are likely to be neither 
more nor less than a reflection of the 
relationship existing between the peo- 
ple involved—in other words, the su- 
pervisor-subordinate relationship. But 
that’s surely important enough! The 
successful operation of the company 
hinges upon successful supervisory- 
employee relationships at every level, 
from the bottom to the top. From vice 
presidents on down, every employee 
has a supervisor—and for that matter, 


“For a fuller discussion of this point, see “A 
New Concept of Performance Appraisal,” Joc. 
ct. 
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the president himself can be said to 
participate in a supervisory-employee 
relationship with the chairman of the 
board or with the board of directors. 
Any device for improving this relation- 
ship throughout the organization can- 
not help but have a profound effect on 
It. 


Performance Appraisal as a 
Supervisory Tool 

At United Air Lines, therefore, we 
regard performance appraisal as a su- 
pervisory tool—not a management 
tool. We take the view that the major 
activity of all employees is the work 
they perform from day to day. They are 
not always being considered for salary 
increases or for promotion to another 
job. Important as these events are, they 
take place only once or twice a year or 
even less frequently. Hence, we believe 
that assisting the employee to main- 
tain satisfactory performance on his 
present job is a worthwhile objective 
in itself and have other programs for 
administering salaries and appraising 
potential. 

In our program, the supervisor pre- 
pares a narrative report from which 
all grades and scores have been elimi- 
nated. We train him to write this report 
in such a way as to stimulate, rather 
than inhibit, discussion. When a report 
has been completed, the supervisor re- 
views it with his superior—a_proce- 
dure that helps to insure accuracy and 
completeness and also serves the pur- 
pose of preparing the supervisor for his 
interview with the employee who is 
being appraised. 

This approach gives the supervisor 


considerable freedom—and also calls 
for the exercise of considerable judg- 
ment on his part. For example, if he 
feels that a comment he might write 
about a particular phase of the em- 
ployee’s work is likely to cause resent- 
ment or raise the employee’s defenses, 
he can decide not to mention it on the 
evaluation report. On the other hand— 
and this is important—if the employee 
is doing something that simply cannot 
be tolerated any longer, the supervisor 
must include it in his report and dis- 
cuss it with the employee. 

Of course, some supervisors see this 
whole arrangement as an “out” and 
put down only the favorable aspects of 
the employee’s performance. Then, 
when a problem crops up that should 
have been discussed with the employee 
earlier, difficulties may arise. But this 
disadvantage is not peculiar to our 
system—there are some supervisors 
who cannot face issues regardless of 
the form or system in use. Even when 
we used grades, many employees who 
had received satisfactory reports came 
up with problems that should have 
been faced previously. One cannot 
force a supervisor to face an uncom- 
fortable situation with any system. One 
can only continue to work with him 
and use every situation such as this as 
a training opportunity to develop mu- 
tual understanding between supervi- 
sors and higher-level managers. 

Teachers and practitioners of coun- 
seling have often maintained that writ- 
ten reports should not be used in a 
performance appraisal program. But 
this view overlooks the fact that the 
supervisor is in a different situation 
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from that of the professional counse- 
lor. Because of his own stake in the 
work unit the supervisor cannot al- 
ways wait for the employee to bring 
up a problem and work it through. 
The professional counselor, on the 
other hand, while he wants to help the 
individual, is not personally involved 
in the job situation and can afford to 
wait. 

Basically, I suppose, our program 
might be described as “non-directive.” 
But all labels are misleading—certain- 
ly, we have found that there are times 
when our supervisors can be very di- 
rect when working with employees. 
In fact, as I have mentioned, there are 
times when the supervisor must be 


very direct. 
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For the most part, we do try to teach 
supervisors to be better listeners, to be 
sensitive to the impact their own lead- 
ership and suggestions are having on 
the employee, and to learn to reflect the 
employee’s comments in such a way 
as to serve as a mirror through which 
the employee can see himself as others 
see him. In this way, the employee can 
obtain insights about himself—a more 
effective way, as this study indicates, 
of bringing about change. Once the 
employee begins to find out things 
about himself he does not like, he has 
taken the essential first step along the 
road to improvement, because he him- 
self is the only person who can bring 
about real and lasting change in his 


behavior. 


Deferred Wage Increases Spreading 


Dererrep wage increases have recently been appearing in about half the new union 
contracts, reports the Bureau of National Affairs. Last year saw a marked increase 
in their frequency, and an extension into industries in which they had only occasion- 
ally appeared in previous years. 

In the first quarter of 1960, such provisions figured in about 47 per cent of reported 
contracts—a considerable rise from the 33 per cent in the corresponding period of 
1959 and from the 24-26 per cent prevailing in the preceding two years. Before 1955, 
deferred increases were relatively rare: they were found in only 3 to 5 per cent of 
reported contracts in the years 1950-1954. 

Whereas they formerly appeared much more frequently in non-manufacturing than 
in manufacturing contracts, deferred increases are now about equally common in 
both. In 1958, they were provided by 20 per cent of manufacturing contracts and by 
31 per cent of non-manufacturing contracts exclusive of the construction industry, 
where they appeared in 40 per cent of the contracts. By the second quarter of 1960, 
the respective percentages had risen to 46, 47, and 46. 

Of the deferred increases coming due this year, the smallest appear in manufactur- 
ing contracts, which provide a median of 7.1 cents per hour. The largest—a median of 
12.2 cents—appear in construction contracts, which normally give higher wage rates 
and seldom contain automatic escalator clauses. Non-manufacturing centracts other 
than construction show a median of 7.5 cents an hour. 





Advancing years may slow a man 
down, but they bring with them com- 
pensatory qualities of mind that bis 
younger colleagues cannot hope to 








match, 


The Older Manager: 


His Limitations and Assets 


Medical Research Unit 
Institute of Directors 
London, England 


R unauines or the clash of genera- 
tions are heard from time to time in 
all organizations. From the younger 
men come mutterings of “The old 
man’s past it. . . . Fossilized from the 
neck up.... It’s time he stepped 
down.” With these statements their 
elders sometimes wearily agree. “I 
shan’t be sorry when the time comes 
to hand over the burden.” Equally 
often, however, they take refuge in 
“I’m just as good as I ever was,” or 
some such assertion no less patently 
untrue. 


With the struggles and problems of 
youth comfortably behind them, older 
people inevitably seem rigid and in- 
flexible to their juniors, though in fact 
they are often far more open-minded 
than their youthful critics. Each gen- 
eration is equally the slave of its own 
traditions and fashions, but the rigid- 
ity of the young is less noticeable be- 
cause it accords with current ideas and 
fads. 

To the impartial observer the clash 
of generations often presents a picture 
of young men in a hurry, impatient of 
many of the considerations necessary 
for a sound executive decision, while 
their elders are quietly fostering the 
most revolutionary developments. If 





Nore. This article has been condensed, by special permission, from the booklet, The Older Director 
—His Limitations and Advantages, published by the Institute of Directors, 10 Belgrave Square, 
London, S.W. 1, England. Interested companies may obtain a copy of the booklet on application to 
PEeRsonNeEL, which has a limited supply for distribution in this country. 
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the observer is perceptive he may no- 
tice, also, that when the “diehards” are 
replaced by younger men, an intangi- 
ble but vital quality of leadership is 
often lost. 

Age inevitably imposes both physi- 
cal and mental limitations on perform- 
ance, but experience brings with it 
certain compensatory qualities of 
mind that are lacking in younger peo- 
ple. What can be done to foster these 
assets and at the same time minimize 
the drawbacks associated with ad- 
vancing years? 


What Is Aging? 

To answer this question we must 
first consider what the aging process 
fundamentally entails. Though, strict- 
ly speaking, aging is a process that 
starts at birth and continues until 
death, in fact it affects various aspects 
of life and activity at different rates 
and at different times. Thus, most ath- 
letes and sportsmen have passed their 
peak by their early twenties and scien- 
tists have usually made most of their 
great discoveries before they are 35, 
whereas statesmen, judges, adminis- 
trators, and creative artists are often at 
the height of their powers after 60. 

These differences can be explained 
by the fact that our reactions to 
changes in our environment are deter- 
mined by three separate systems. We 
receive incoming information through 
our sense organs, such as the eye, the 
skin, and the ear. These organs trans- 
mit their messages to the brain, which 
interprets them and decides about 
them. Nerves and muscles convert the 
decision into action. 
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The aging process can, theoretically 
at any rate, affect each of these systems 
separately and at different rates; the 
process is, however, complicated by 
the factor of experience. As this builds 
up with increasing age, decision in- 
evitably becomes more complicated be- 
cause of the wider range of considera- 
tions involved. But this factor of expe- 
rience and maturity is, on the whole, 
beneficial, often more than compensat- 
ing for the loss of physical vigor and 
the increased reaction time that occurs 
in the other systems. 

To understand the full ramifications 
of the aging process, it may be helpful 
first to consider each of these systems 
in rather more detail. 

The sense organs. With increasing 
age, the eye loses both its range of 
focus and its power to see fine detail. 
The former defect can be almost en- 
tirely compensated for by wearing 
glasses. The decline in the ability to see 
and discriminate among fine details 
cannot be corrected by glasses, how- 
ever, and may, therefore, result in a 
diminution of efficiency in some kinds 
of work, such as detailed drawing, 
or reading blueprints. To a lim- 
ited extent, this visual loss can be 
combated by good lighting, but a very 
considerable increase in illumination 
is needed to overcome it. 

Hearing acuity also begins to fall off 
early in life, but since we seldom use 
our hearing to capacity, the loss is 
largely unnoticed. The high frequen- 
cies go first—a loss that, as it increases, 
can lead to subtle difficulties in under- 
standing conversation. Though there 


is no real deafness, key words and 
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nuances of pitch, tone, and expression 
may go unheard, thus giving rise to 
difficulties of communication that can 
in fact prove to be the starting point of 
friction between young and old. 

Such difficulties could to a consider- 
able extent be overcome by greater at- 
tention to the acoustics of offices and 
conference rooms. Similarly, the qual- 
ity of reproduction, especially at high- 
er frequencies, of intercommunicating 
systems, dictating machines, and even 
some telephones could be improved. 

The deafness of the elderly is nor- 
mally merely an extension of this high- 
frequency hearing loss. The older per- 
son whose hearing is seriously failing 
should at least be tested to see whether 
one of the modern transistor hearing 
aids will help him. 

The muscles. While the strength of 
a man’s grip is reduced by about one- 
quarter between the ages of 20 and 60, 
his writing speed probably declines by 
about one-half over the same period. 
This is because gripping is a relatively 
simple and sustained action, whereas 
writing involves rapid, complicated, 
and coordinated movements. The fac- 
tors of speed and coordination appear 
to account for the greater decline in 
more complex actions with aging. 

Around the age of 60, there is also 
an increasing inability to overlap the 
design of one action with the execu- 
tion of the previous action. Movements 
thus tend to become intermittent or 
jerky, rather than smooth and rhyth- 
mic. 

Though these difficulties do result 
in a marked loss of speed for certain 
kinds of work, the loss of this type of 





skill is seldom critical for the execu- 
tive. For example, while his absolute 
rate of writing speed will decline as he 
grows older, his effective rate is deter- 
mined by speed of thought rather than 
muscle action. Thus, only those who 
take notes or dictation are likely to be 
seriously incapacitated by advancing 
age. 

Actually, the decline of muscle pow- 
er with age is relatively slight in any 
case. On the other hand, stamina—the 
ability to undertake sustained activity 
—does decline appreciably. The older 
person works with much less margin 
in hand than his younger colleagues. 
He becomes increasingly unable to put 
forth the extra effort needed to cope 
with either a crisis or a peak demand. 
Thus, he tends more and more to con- 
serve his energy by avoiding fatiguing 
work. If old people are slow and 
meticulous it is because life has taught 
them that errors are easier to avoid 
than to correct. 

Older managers need to plan their 
work, then, to take account of these 
limitations. This means that they must 
delegate more—but not to the extent 
that they are sunk in lethargy. They 
should take enough exercise to main- 
tain their stamina and resistance—and 
never lose the opportunity to go and 
see for themselves. 

The brain. Though, as has been 
said, incoming information is received 
through the sense organs, it is in the 
brain that the signals are sorted and 
are matched against previous experi- 
ences. It is this sorting and matching 
process which leads to recognition or 
perception. 
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We now know that changes in the 
perception process occur quite inde- 
pendently of those in the sense organs 
and often have a far greater effect on 
the individual’s functioning. Essen- 
tially what happens here is that the 
sorting process takes longer—in some 
cases, 20 to 30 times as long when a 
man reaches 60 as when he was 20. 
Since, however, the actual sorting time 
involved is only a fraction of a second 
in the young, as against a full second 
or so in the 60-year-old, this increase is 
not so critical as it may sound. 

Further, investigation of this length- 
ening of perception time has shown 
that the time required to identify an 
object varies with the range of choice 
involved. Sorting into a few broad 
categories proceeds faster than more 
detailed separation. Presumably this 
also holds true for executive decision 
making. The wider the range of possi- 
ble solutions, obviously the greater the 
time and effort required to reach a 
sound decision. 

In any case, of course, it takes an 
older person longer to solve a problem 
because on any single issue he has a 
wider range of experience from which 
to select the right answer. Research has 
shown, however, that it is the selection 
process itself that slows down with 
age, presumably because of changes in 
the working of the brain mechanisms 
involved. 

One remedy, as has been intimated, 
is to shorten the “solution time” for a 
given problem by narrowing its range. 
If this is not practicable, work can cer- 
tainly be reorganized so that it is done 
in sizable blocks of the same kind of 
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problem, thus minimizing the number 
of major reorientations of thought re- 
quired, as well as the number of possi- 
bilities to be weighed at any one time. 


Memory, Comprehension, and 
Experience 


Essentially, the human brain de- 
pends for its functioning on the stor- 
age of large quantities of data in mem- 
ory. Some of this information is held 
for long periods of time, but most of it 
is retained for a matter of only seconds 
or minutes, then “lost” or forgotten. 

This “short-term memory,” as it is 
called, operates on circuits in the brain 
that are liable to disruption by other 
things that may be happening simulta- 
neously. Thus, in trying to do two 
things in rapid succession, or to switch 
rapidly from one subject to another, 
there is a tendency to forget or to lose 
sight of the first. 

Experiments have shown that one of 
the main effects of aging lies in the in- 
creasing ease with which short-term 
memory is affected. In other words, as 
people get older they are less able 
either to do, or to think about, more 
than one thing at a time. 

Short-term memory processes of this 
type are important to a wide range of 
mental activities. They are clearly a 
major factor in many types of problem 
solving, especially those in which in- 
formation has to be gathered and then 
held until further information arrives 
on which a decision can be reached. 

Probably one of the most potent 
sources of executive stress is the “men- 
tal pending tray” of jobs that have to 
be kept in mind for future action. Not 
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only does the constantly recurring 
memory load reduce over-all efficiency 
—anxiety lest important items be for- 
gotten, and regrets when it is discov- 
ered that they have been, may cause 
sleepless nights and seriously impair 
the concentration that can be brought 
to bear on other problems. The execu- 
tive who finds himself complaining, 
“I never seem to get anything finished 
these days,” should seek recourse in 
notes, diaries, filing systems, and other 
memory-prompting office devices. He 
will also find plenty of scope for in- 
genuity in devising methods of work- 
ing that will enable him to proceed 
safely on the assumption that he “nev- 
er remembers anything.” 


Seeing with the Mind’s Eye 

From this brief discussion of mem- 
ory, we can go on to consider in some- 
what more detail the way in which 
complex problems are comprehended 
and how this process changes with 
age. 

Comprehension is the integration of 
various pieces of data, taken from dif- 
ferent points in time and space, into a 
larger whole—the building up of a co- 
herent picture of something that can- 
not be completely observed at one 
glance. Understanding the complex 
layout of a factory and the way in 
which its various branches and divi- 
sions are interconnected is an exam- 
ple of this kind of activity. The process 
of integration depends ultimately on 
using information carried in short- 
term memory. Even so simple a pro- 
cedure as finding one’s way about 
depends on holding a huge number of 


constantly changing observations in 
memory, and then abstracting appro- 
priately from them. 

Since, as we have seen, older people 
find short-term memory difficult, it is 
likely, therefore, that they can be 
helped by visual aids and charts that 
provide an outline or framework into 
which new details can be accurately 
and rapidly fitted. 

Age, however, has its own way of 
lightening the load on short-term 
memory—the grouping and coding 
process that goes on in relating the in- 
formation received from the sense or- 
gans to past experience. For example, 
in recognizing an automobile, we have 
only to observe one or two salient fea- 
tures, or perhaps some way in which 
it differs from the usual, to identify it. 
If challenged to describe the car—or 
any other object recently seen—in de- 
tail, we would give a description based 
partly on this particular car or object 
and partly on others “experienced” in 
the past. 

Thanks to this coding process, short- 
term memory need not carry details. 
All it needs to know is which of the 
long-term memory codes are required 
to deal with the problem at hand. Ob- 
viously, there are certain risks and 
errors inherent in this system: we all 
know how intermittently patchy our 
memories can be. But some sort of 
short cut like this is essential to ease 
the burden on short-term memory. It 
is probably this coding process that 
makes high-level thinking possible. 

The better coding that comes from 
experience can in certain circum- 
stances outweigh the short-term mem- 
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ory loss that occurs with aging. It is 
for this reason that there are many 
branches of human activity, particu- 
larly those concerned with leadership 
and organization, in which the high- 
est forms of achievement are seldom 
attainable except by older people. Cer- 
tainly, it is no mere coincidence that 
the ability to carry really large-scale 
administrative responsibility is asso- 
ciated with middle age and early old 
age. 


Learning, Teaching, and Age 

It is a widely held misconception 
that older people are largely incapable 
of learning new things. Actually, given 
a chance to “learn” in their own way, 
and at their own pace, they can do ex- 
traordinarily well. The mistake is to 
assume that methods of teaching and 
standards of judgment that are appro- 
priate for school children and univer- 
sity students are equally suited to 
adults. 

In fact, older people learn differently 
and at different speeds from the young 
—a distinction that, if recognized and 
allowed for, can remove an important 
source of friction and misunderstand- 
ing between the generations. Thus, 
when an older person is confronted 
with a new problem, his reaction to it, 
and his first impression of it, become 
firmly embedded in his memory. This 
makes it difficult to subsequently cor- 
rect any errors in his initial judgment. 
Though the same is true of the young, 
it is so to a lesser degree. Both young 
and old must realize that a task, proj- 
ect, or problem impinges differently 
on people of different ages, and that it 
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will inevitably look different to an 
older man than to a younger one. 

In submitting a problem or sugges- 
tion to an older person, young people 
should be careful, therefore, to give an 
unambiguous first impression. And 
the senior manager, for his part, 
should be constantly on guard against 
making up his mind too soon or too 
rapidly about new facts and situations. 
He should look all around a problem 
before committing himself, and bear 
in mind the automatic tendency of the 
older person to resist change. 

It is also relevant that older people 
learn by doing, rather than by mem- 
orizing; in fact, they acquire a great 
deal of knowledge in this way without 
obvious effort. Thus, they grasp things 
better from practical demonstration 
than from a long-winded discourse. In 
the same way, they seem better able to 
display their knowledge by demonstra- 
ting what has to be done rather than 
by talking or writing about it. In fact, 
the task of explaining what has to be 
done is especially burdensome for old- 
er people, other, of course, than those 
whose lifelong tools have been words. 
The man trained to write and speak 
well, who has been doing so all his 
working life, will not have this par- 
ticular communications problem. But 
it is likely to be a real difficulty for the 
practical man—a works manager, or a 
technical expert, say, promoted late in 
his career to a top executive post. 

Finally, it should be stressed that the 
difficulties of learning are often not 
those of learning per se but the prob- 
lem of understanding what has to be 
learned. As has already been pointed 
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out, it takes older people longer to 
identify objects. They also find diff- 
culty in juggling data in their heads. 
Thus, in learning or training, they do 
better if they can “have it in front of 
them” or can “handle” the problem. 
And because they find it increasingly 
hard to build up a mental picture from 
a verbal one, they also find written in- 
structions easier to follow than oral 
ones. For this reason, a well-written 
minute or report is more likely to be 
correctly understood than a spoken 
one, no matter how carefully phrased. 
Losing the thread of a conversation is 
an impediment that increases appre- 
ciably with age. 

With slower mental processes on the 
one hand, and a wider range of coded 
answers to choose from on the other, 
the older manager cannot be expected, 
therefore, to come up with snap deci- 
sions. But despite his inevitable decline 
in mental agility, he has a contribu- 
tion to make that cannot be matched 
by a younger man. Because of his ex- 
perience and his ability to marshal his 
knowledge in an orderly way when it 
is required, he is more balanced and 
often more far-sighted, especially if al- 
lowed to work in a mental framework 
that suits him. 


Dealing with Change 

Though in the course of this some- 
what technical discussion a number of 
suggestions have been made for min- 
imizing the effects of aging, we can 
now perhaps indicate in rather more 
detail the lines along which the older 
manager should act to avoid charges 
from his juniors of rigidity and failure 


to keep abreast of new developments. 
Mastering new ideas takes time and 
the man who complains in middle age 
that he can no longer get the hang of 
anything new is probably maligning 
himself. He should remember that, as 
a student, he was blessed with com- 
parative leisure. His increasing load of 
work and responsibility has eaten into 
his days until now what little time he 
has to devote to thinking or reading 
must be snatched at odd moments. 
This lack of time, apart from mak- 
ing it difficult for the older man to ab- 
sorb new ideas in the first place, also 
aggravates his natural inclination to 
push them aside with the excuse, “It'll 
be more trouble than it’s worth.” To 
counteract this tendency he must be 
willing to look for what is worth 
while in ideas that may strike him as 
impractical at first, as well as to tol- 
erate the often irritating personalities 
of those who present them. He must 
constantly bear in mind the possibility 
that the most outrageous suggestion, 
from the most untidy-looking, long- 
haired young man, may contain the 
germ of an important development. 
To do this requires not only patience 
but the kind of mental discipline that 
can separate the relevant from the ir- 
relevant, and isolate the essential point 
of an argument. Analytical thinking 
of this kind is not easy, but by con- 
scious use as a technique it can be- 
come a valuable habit. Further, it must 
be coupled with the ability to en- 
visage and assess all the consequences 
of change. The older manager’s ability 
to do this will depend largely, how- 
ever, on the way in which he has codi- 
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fied knowledge in the past. If this 
codification has been well done, he can 
view the future with as much accuracy 
as the uncertainties of uncontrollable 
outside events will allow. If his codi- 
fication has been bad, his thoughts 
will get lost in a confusion of detail. 

Thus, the trained mind of an older 
person can bring perspective and expe- 
rience to bear on a problem in a way 
that is denied to a younger man. But 
to be able to do this, the older manager 
must set aside time during the work- 
ing day when he can give unhurried 
and uninterrupted consideration to 
new ideas and developments. 

Achieving this solitude may seem 
difficult at first, but if the effort is not 
made, the manager’s failure to keep 
up to date and abreast of new develop- 
ments will only add to the troubles 
and worries that already burden his 
day. It is easy, of course, for him to fill 
his working hours with routine chores 
and tell himself that he is indispensa- 
ble—but this is not enough. Senior 
managers are employed for their ex- 
perience and judgment. Routine work 
should be delegated and the time 
saved spent in “cultivating the mind,” 
as it were, so that the judgment re- 
mains up to date and worth consult- 
ing. 

Senior people must set aside periods, 
then, when they are “not available.” In 
so doing they will not only maintain 
their own flexibility of mind but will 
also keep their organization progres- 
sive and up to date. It should be the 
responsibility and tradition of the or- 
ganization, however, to provide this 
time for reflection and policy making. 
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Such arrangements should not be left 
to the individual executive himself to 
work out. 


Compromising with Age 

The man who grows old in content- 
ment and retains both his value to his 
company and the esteem of the com- 
munity does not do so by fighting 
against age or pretending that he is the 
same now as he was in his twenties. 
Rather, he realistically accepts the in- 
evitable changes and adjusts to them. 
He does not worry continually about 
himself, his position, and his prestige, 
but devotes his attention to his job and 
the people around him. 

Nevertheless, the change-over to del- 
egation and working through others 
that is necessitated by increasing age is 
often very difficult to accept. It is an- 
other major cause of friction between 
young and old. The young feel dis- 
trusted and frustrated, and the old feel 
that they are being put on the shelf. 
The older man must hand over grace- 
fully and not waste his experience do- 
ing the things that others can do better 
than he. 

For all managers, morale and efh- 
ciency depend not only on their 
achievements at work, but also on the 
satisfactions they derive from their 
home lives and from outside activities. 
As they grow older, the value of the 
balanced life becomes increasingly im- 
portant. To be almost entirely depend- 
ent on work for one’s interest and 
happiness means a contracting hori- 
zon and almost certainly a tendency to 
live in the past. Denied all pleasure 
and achievement from leisure pursuits, 
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family, and friends, the man who is 
wedded to his job is in grave danger, 
even if continuously successful, of be- 
coming dull and limited in his out- 
look. 

Broad-mindedness based on well- 
coded information is an insurance 
against getting stuck in a backwater of 
this kind. It is also a characteristic that 
is recognized and respected by the 
young. If he is to evade the charge of 
narrow-mindedness and overemphasis 
on tradition, the older manager must 
guard against keeping all his eggs in 
one basket. 


The Partnership of Young and Old 
Space does not permit us to review 
here all the possible sources of con- 
flict between the generations. In the 
main, however, it can be said that the 
factor that makes for good relations 
between different age groups is the 
human one. There will always be cer- 
tain things at which one or other 
group excels. Increasing age has, as we 
have seen, both its advantages and its 
disadvantages, and to fit in success- 
fully the older man must be aware of 
these changing skills and values. He 
can—and should—still lead and take 
responsibility, but he cannot always ex- 
pect to be one jump ahead of other 
people. He must learn to delegate and 
to work with, and through, younger 
men. Their minds are more active 
than his—more active, perhaps, than 
his ever was. But at least he starts with 
the advantage of being respected. 
The basis of this relation between 
old and young has never been specif- 
ically studied, but it probably depends 


upon the respect’s being mutual. The 
young like to feel also that their ideas 
are respected and that they can rely 
absolutely on the impartiality and in- 
terest of their seniors. If he has their 
welfare at heart, the older manager 
will listen to them and encourage 
them—without being patronizing. He 
will often be able, without its being 
noticed, to help them sort out the good 
in their often wild ideas, and generally 
by his unobtrusive backing and inter- 
est make them better men than they 
would otherwise become. 

In all this the older man must be 
content to see his young associates de- 
velop without ever asking for their 
gratitude. In fact, those for whom he 
has done the most will often be the 
least appreciative. Many who may be 
aware of the debt they owe him will 
hesitate to thank him openly; but few 
indeed will realize more than a frac- 
tion of what he has done for them. 

In any case, gratitude is hardly 
called for, since the benefit will have 
been mutual. Age, and the natural re- 
spect it engenders, puts the older per- 
son in a position of both honor among, 
and responsibility for, those younger 
than himself. It must constantly be re- 
membered that both these two ele- 
ments go together. 

If, then, we may draw up a final 
balance sheet between youth and age, 
it would show on the side of youth 
bursting vigor, a thirst for change, in- 
tolerance, and contempt for the past. 
This will be coupled with an under- 
standing of new devices, a rather rosy 
assessment of their revolutionary value, 
and a somewhat irrational feeling that 
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because something is new it must be 
good. In the background will be a par- 
tially realized veneration and respect 
for the builders of the present and an 
awareness that it is often necessary to 
be shown how to sort the wheat of 
progress from the chaff of change. 
The other side of the balance sheet 
would show the older man, at heart 
equally keen to progress. But he is 
able, because of his age and experience, 
to view developments almost uncon- 


Correspondence 





The Personnel Generalist 


To the Editors: 

Having seen the Knudson article, “En- 
ter the Personnel Generalist,” in your 
March-April issue, and the comments of 
Mr. G. K. Warner, Jr., in your May-June 
issue, I must say that I, too, was surprised 
at the Knudson article, especially the title. 
I am even more surprised at your editorial 
conclusion that the idea of a personnel 
generalist is a “genuine organizational 
innovation.” 

In most organizations of the federal 
government, the highly specialized ap- 
proach was discarded years ago. I was 
relieved by Mr. Warner’s comments to 
see that apparently some segments of the 
business world have been abreast of us. 

In any event, there is already ample 
evidence that Mr. Knudson’s personnel 
generalist is not just “entering” the scene. 
In some places he entered so long ago 
that he left and came back. At the present 








JULY-AUGUST, 1960 


ciously in far broader perspective. He 
has experienced what they have only 
heard about and has attuned himself 
to a succession of changing values and 
circumstances in his social and busi- 
ness life. This distillation of experience 
is of incomparable value, making the 
wisdom of the elder statesman the fin- 
est antidote for the impetuosity of 
youth. Harnessed together, these two 
qualities are the best guarantee of en- 
lightened leadership. 


time probably the most prevalent form 
of personnel office organization in the 
government is based on the integration 
of various personnel specialty skills and 
a common personnel representative who 
deals with segments of the operating or- 
ganization. Sometimes he is backed up 
by specialists. Sometimes specializations 
like training continue to be dealt with 
separately. But the whole idea is as com- 
mon as the old-fashioned rocking chair. 
O. Grenn STaHi 

Director 

Bureau of Programs and Standards 
U. S. Civil Service Commission 
Washington 25, D. C. 


(In fairness to Mr. Knudson, it must be 
said that we were responsible for the title 
of his article. As for our comment on Mr. 
Warner's letter, we clearly referred not 
to the personnel generalist per se, but to 
his functional role as Mr. Knudson de- 
scribed it.—Ep.) 








Traditional techniques of work measurement are 
too time consuming to be applied to the work 
of a personnel department. But, as this study 
shows, work sampling can provide a convenient 


short cut. 


Measuring the Work of a 
Personnel Department 


STEPHEN J. CARROLL, JR. 


Industrial Relations Center 
University of Minnesota 
Minneapolis, Minnesota 


From time To TIME, the head of a per- 


sonnel department may wonder just 
what his people are doing all day. This 
is not to say, of course, that he does not 
know what the department’s duties 
are. But he is likely to have only a hazy 
idea of the absolute and _ relative 
amounts of time his staff is spending 
on each of them. When a backlog 
piles up for no apparent reason, he may 
ask himself: What’s our most time- 
consuming activity? How much time 
are we spending on grievances? On 
paper work? Do we need another 
manager—or another clerk? 

One way to find the answer to such 
questions is to carry out a work-meas- 
urement study. But this is admittedly 
easier said than done. Most of the 
work-measuring techniques common- 
ly used in industry are appropriate 
only for routine and standardized 


taskks—and though some personnel 
jobs do, of course, fall into this cate- 
gory, for the most part the depart- 
ment’s work is confined to the dis- 
charge of managerial and higher cleri- 
cal functions. Activities of this kind— 
highly diversified and often involving 
considerable interaction with many dif- 
ferent kinds of people—are difficult 
and expensive to measure by conven- 
tional procedures. 

Methods based on continuous ob- 
servation, for example, describe only 
overt behavior—hardly a good indica- 
tor of the higher-level or more ab- 
stract activities and mental processes 
involved in the performance of mana- 
gerial jobs. Moreover, continuous ob- 
servation becomes tiring and expen- 
sive when applied to jobs that need 
more than a day or two of measure- 
ment. Interviews, because they rely 
heavily on the subjects’ memory, are 
not likely to yield useful data on high- 
ly diversified jobs. The diary method, 
in which a log of work activities is 
kept, has in fact been used successfully 
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for managerial and clerical personnel.’ 
But it proves tedious over long periods 
of time and thus becomes increasingly 
less reliable as the study goes on. It also 
has the disadvantage of taking up a 
great deal of the subjects’ time. 


There Is an Effective 
Measurement Technique 

In recent years, a number of re- 
searchers have turned to work sam- 
pling as a means of measuring the ac- 
tivities of higher-level personnel. Now 
generally accepted as a reliable, valid, 
and practicable technique, work sam- 
pling eliminates many disadvantages 
of the procedures mentioned above. It 
has been applied successfully to the 
jobs of school teachers,? department 
store buyers,® and foremen,* as well as 
managers.° 

With work sampling, observations 
are made at random intervals of what 
the employee is doing. These observa- 
tions then provide the basis for infer- 
ences about the various elements that 
comprise his total work activity. The 
accuracy of these inferences depends 


* M. Ferguson et al, “Activities of Health Officers 
in Local Health ts,” Public Health 
Service Publication No. 245. Public Health Serv- 
ice, Federal Security Agency, Washington, 
D. C., 1952. 

H. H. Rosenberg, “Can Work Measurement Be 
Applied to the Personnel Office?” Public Ad- 
ministration Review Winter, 1948, pp. 41-48. 
* E. R. Barnes, Work Sampling. John Wiley & 
Sons, Inc., New York, 1956. 

* G. Nadler, “Do You Know What Your Super- 
visors Do?” Personnel Psychology, Autumn, 
1953, pp. 343-354. 

“L.A. Allen, “Making the Foreman a Manager,” 
Management Record, August, 1954, pp. 294-296. 
® J. L. Lundy, “An Analysis of Work Sampling 
in the Study of Management Job Activity,” Dis- 
sertation Abstracts, Jan., 1958, pp. 107-108. 
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on the number of observations that are 
made and on the proportion of time 
taken up by the activities being sam- 
pled. The number of observations 
needed to achieve a specific degree of 
accuracy can be determined from ta- 
bles that have been worked out for 
this purpose.® 

Because only a few observations are 
made each day, work sampling is 
cheaper and less time-consuming than 
other methods of work measurement. 
It is also less tedious for both the ob- 
server and the subject, and, of course, 
it does not rely upon the subject’s 
memory. 


A Work-Sampling Study 

The applicability of work sampling 
to the measurement of personnel work 
was tested in a three-week study con- 
ducted jointly by a division of a large 
Midwestern manufacturing company 
and the Management Development 
Laboratory of the University of Min- 
nesota’s Industrial Relations Center. 
While the company wanted to know 
which employee relations activities and 
what kinds of people were taking up 
the department’s time, the Laboratory 
researchers were interested in finding 
out whether a modified work-sam- 
pling procedure could be used to study 
managerial jobs. The study’s findings 
throw some interesting light on both 
these problems. 

For the company’s purposes, the 
usual work-sampling procedures had to 
be somewhat modified. The observa- 


tions were made not by an outsider, 


° E. R. Barnes, op. cit., pp. 27-40. 
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TABLE 1 


Percentage of Total Work Time Spent on Various Work Activities 


FIVE CLERICAL FOUR PERSONNEL TOTAL STAFF 
WORKERS DEPT. MGRS. IN DEPARTMENT 


NO. OF PERCENTAGE NO. OF PERCENTAGE NO. OF PERCENTAGE 
OBSERVA- OF TOTAL OBSERVA- OF TOTAL OBSERVA- OF TOTAL 
TYPE OF WORK ACTIVITY TIONS WORK TIME TIONS WORK TIME TIONS WORK TIME 


Conversing with others in person 105 09% 578 60% 683 33% 
Conversing on telephone 58 50 05 108 05 
Preparing and writing reports, letters, etc. 492 153 645 31 
Examining reports, letters, etc. 54 107 05 
Inspecting products, procedures, etc. 0 6 00 
Mathematical computation 24 27 01 
Operating equipment of all types 67 69 03 
Thinking and reflection 0 0 00 
Minor clerical jobs (filing, delivering, etc.) 213 10 
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Personal activities 104 
Marking, recording, or sorting 134 
Insufficient data 5 
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but by the participants themselves (five 
clerical workers and four departmen- 
tal managers). In this way, the re- 
searchers could obtain a record of the 
purpose behind each activity—a neces- 
sary element in explaining all higher- 
level jobs—without having to question 
the participants in detail. This unor- 
thodox procedure also insured easy 
identification of everybody who be- 
came involved in the department's 
activities either by calling on the tele- 
phone or by visiting the office. 

Another modification of normal 
work-sampling procedures was em- 
ployed in the study. Normally, each 
subject’s activities are sampled sepa- 
rately; here, all nine participants made 
their observations simultaneously 
when a guard quickly flicked the over- 
head lights on and off. 

Throughout the three-week study 
period, an observation was taken at a 
previously selected random time with- 
in every half-hour of the working day. 
Each of the participants had been giv- 
en pads of observaiion slips dated and 
numbered to correspond to the half- 
hour periods. At the signal, he noted 
on the observation slip for that par- 
ticular half-hour the activity he had 
been engaged in, the identity of any 
other persons involved in it, and its 
purpose. 

A participant who was out of the 
office when the signal was given de- 
scribed on his return the activity he 
had been engaged in. If he could not 
precisely remember what he had been 
doing, or had been engaged in several 
different activities while away, he sim- 
ply made a notation to this effect. Par- 
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ticipants could tell that they had 
missed signals if they saw that the ob- 
servation slips corresponding to past 
half-hour periods were blank. 

At the conclusion of the study, the 
information recorded on each observa- 
tion slip was classified under three 
categories: work activity, type of per- 
son involved in the activity, and de- 
partmental area of responsibility. Ob- 
servations that could not be thus classi- 
fied were assigned to the category “in- 
sufficient data.” Because of absence or 
oversight, 59 observations were missed 
—57 among the clerical workers and 
2 among the managers. In all, 2,101 


observations were made. 


What the Company Learned 

As may be seen from the findings 
(Tables 1-3), the study furnished sev- 
eral guideposts for improvements in 
this company’s personnel department. 
Thus, the breakdown of the relative 
amount of time devoted to each work 
activity (Table 1) shows that commu- 
nication activities such as conversing 
with others and preparing reports and 
letters take up almost 70 per cent of the 
department’s time—over 80 per cent of 
the managers’ time and 57 per cent of 
the clerical workers’ time. The two 
groups differ markedly, it will be not- 
ed, in the proportion of time they 
spend on specific types of communica- 
tion activities. Conversing directly 
with others, for instance, takes up 65 
per cent of the managers’ time and 
only 14 per cent of the clerical workers’ 
time. Of all the department's activities, 
then, communications is probably the 
most deserving of further analysis. At 











MEASURING THE WORK OF A PERSONNEL DEPARTMENT 








TABLE 2 


Percentage of Total Work Time Spent with Various Categories of Persons 


FIVE CLERICAL FOUR PERSONNEL TOTAL STAFF 
WORKERS DEPT. MGRS. IN DEPARTMENT 
NO. OF PERCENTAGE NO. OF PERCENTAGE NO. OF PERCENTAGE 
CATEGORY OF PERSON OTIONS” = WORK TIME OTIONS” =| WORK TIME TIONS” = WORK TIME 
Superior (own department) 29 02% 54 06% 83 04% 
Subordinate (own department) 0 00 97 10 97 05 
Manager (other department) 7 01 184 19 191 09 
Non-manager (other department) 48 04 WI 12 159 08 
Person outside company 32 03 126 13 158 07 
Associate 36 03 0 00 36 02 
Combination of above 10 01 84 09 94 04 
None 922 81 237 25 1,159 55 
Personal activities 43 04 61 06 104 05 
Insufficient data 16 01 4 00 20 01 
Total 1,143 100% 958 100% 2,101 100% 














54 PERSONNEL 


all events, a reduction in the number 
of communication activities could con- 
ceivably save the department consid- 
erable time and expense. 

Table 2, which shows the propor- 
tion of total work time spent by the 
staff with various types of persons in- 
side and outside the organization, cor- 
roborates the tindings given in Table 
1. Here we see that the managers 
spend only 25 per cent of their work 
time alone; the clerical workers, 81 per 
cent. This table shows that the manag- 
ers spend more time with managers 
from other departments than with the 
members of their own department. 
These findings have implications for 
selection, for they suggest that the abil- 
ity to communicate effectively with 
higher-level personnel on a face-to- 
face basis is an important asset in a 
personnel department manager. On 
the other hand, this ability does not 
seem relevant to the work of the cleri- 
cal employees. 

Table 3 shows the relative amount 
of time the members of the depart- 
ment spend on each of the various em- 
ployee relations functions. They ex- 
pend little time on training, for in- 
stance, but a great deal of time on 
benefits and services and, in particu- 
lar, on administering the company’s 
insurance program. These findings 
suggest not only that efforts might be 
made to improve the administration of 
the benefits and services program but 
also that management might well in- 
vestigate extending the use of equip- 
ment for processing insurance claims. 
Here again, certain implications for 
selection can be drawn from the find- 
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ings—managers who have taken 
courses in insurance and clerical 
workers with previous experience in 
insurance companies would seem to be 
especially desirable candidates for this 
particular department. 


Toward a More Effective 
Sampling Procedure 

In general, the study shows that 
modified work-sampling procedures 
can be used to measure the work of 
the personnel department. In the three- 
week study period, no signals were 
missed by any participant actually 
present at the time they were given; 
and, since the staff usually left the of- 
fice only for some specific purpose, 
very few out-of-the-office activities es- 
caped tabulation. 

As has been pointed out, a prime 
advantage of work sampling is that it 
is less expensive and less tedious than 
other work - measurement methods. 
This advantage could be further 
strengthened by changes in the proce- 
dure adopted in this study. The most 
time-consuming stage of the study was 
the classifying of responses under the 
categories listed in Tables 1, 2, and 3. 
Time could be saved by using a check 
list of these categories rather than 
open-end observation slips—and even 
more time could be saved in analyzing 
the data if the check list were initially 
set up for IBM processing. 

By using a finer breakdown of cate- 
gories, it would also be possible to 
compute the cost of labor expended on 
certain activities. For example, if coun- 
seling were used as a sub-category of 
benefits and services, the proportion 
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TABLE 3 


Percentage of Total Work Time Spent on Various Employee Relations Functions 


FIVE CLERICAL FOUR PERSONNEL TOTAL STAFF 
WORKERS DEPT. MGRS. IN DEPARTMENT 
NO. OF PERCENTAGE NO. OF PERCENTAGE NO. OF PERCENTAGE 
TYPE OF FUNCTION TIONS” = WORK TIME = TIONS” = WORKTIME = OTIONS— WORK TIME 
Administration of the department 60 05% 214 22% 274 13% 
Staffing 88 08 196 20 284 14 
Training 0 00 5 01 5 00 
Labor relations 72 06 122 13 194 09 
Wage and salary administration 117 10 46 05 163 08 
Benefits and services 490 43 257 27 747 36 
Research, audit, and review 76 07 35 04 WI 05 
Personal activities 43 04 61 06 104 05 
Insufficient data* 197 17 22 02 219 10 
Total 1143 100% 958 100% “2,101 100% 





lei -} 


*These observations could not be classified because two participants failed to exp quately the purpose of some of their activities. 
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of time spent by each member of the 
staff in counseling during the period 
of the study could easily be computed. 
These percentages could then be ap- 
plied to staff members’ salaries for this 
period to determine the total amount 
spent by the company on counseling. 
Dividing this sum by the number of 
persons counseled during the study 
period would indicate how much, on 
the average, it costs to counsel an in- 
dividual employee. This kind of anal- 
ysis is, of course, equally applicable 
to other work activities in which the 
work unit can be identified. 

In addition to furnishing the an- 
swers to such questions as have been 
discussed here, a systematic attempt to 
measure the work of a personnel de- 
partment can improve its administra- 
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tion in other ways. It can show where 
duplication of effort occurs and can 
thus enable the department head to as- 
sign time-consuming activities to the 
lowest-paid employees able to handle 
them. By providing an analysis of the 
tasks themselves, it can serve as a basis 
for more efficient planning and, as has 
been suggested, for better selecting 
and training. In a multi-plant com- 
pany, a work-measurement study can 
help management increase its control 
and set reasonable standards of per- 
formance by comparing the amounts 
and kinds of work done at the several 
personnel offices. Finally, work meas- 
urement can provide an answer to the 
most basic question of all—how well 
the personnel department’s objectives 
are being accomplished. 


Allowing the Older Worker to Stay On 


Grvinc employees a say in when they will retire can pay off for a company in several 
ways, according to the results of a two-year experiment conducted by the Consolidat- 
ed Edison Company of New York. 

Under Con Edison’s new program, men who are adjudged fit need no longer 
retire at the age of 65 but may continue working until 68; women may be given the 
option of working five years beyond the former retirement age of 60. Since January, 
1958, the choice of staying on the job has been extended to two-thirds of the em- 
ployees reaching voluntary retirement age, and 35 per cent of the men and 59 per 
cent of the women have taken it up. 

Of the first 120 men who decided to postpone retiring, 79 are still on the job. 
Their average absence rate is 2.5 days a year—as opposed to 7.2 for the company’s 
male employees as a whole—and more than half have had no absences at all. Of the 
entire group of 120, 8 per cent have racked up an excellent performance record; 
23 per cent, very good; and 64 per cent, good. 

An additional benefit of the experiment, Con Edison points out, has been a reduc- 
tion of about 5 per cent in pension costs. 

Evaluating the program, Dwight S. Sargent, personnel director of the company, 
says, “Our experience illustrates quite vividly that the individual is the only one 
who can make the decision as to what is best for him . . . . These people continue 
to be producers, better consumers and taxpayers for a longer period.” 





The accelerated pace of technological develop- 
ment makes it all the more imperative for man- 
agement to insure that its personnel policies and 
practices do not constitute built-im deterrents to 


change. 
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Tue union voted 80 per cent to 20 
per cent in favor of a strike. They 
wouldn’t agree to the clause allowing 
management to install new machinery 
and reduce the crew.” 

John McAdams, president of the 
Mid-Valley Company, weighed the im- 
pact of this announcement. Competi- 
tion was getting tougher. But busi- 
ness had been good, and the year could 
be profitable—provided they could 
produce. Why should employees bite 
the hand that fed them? They had 
higher wages, every benefit plan in the 
book, shorter hours, and a “liberal” 
contract. A strike now could set the 
company’s expansion program back 
several years. Didn’t the employees 
realize how this would affect each and 
every one of them? Why should they 
do this? Why? 


In the past, the free-enterprise system 
has been able to absorb, in fact en- 
courage, the improvements in efh- 
ciency and service required by the 
market place. But companies are grow- 
ing larger, and machinery more com- 
plex and automatic. At the same time, 
a widespread, stubborn resistance to 
improvement and change is gradually 
developing. More companies are com- 
plaining about soldiering on the job, 
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featherbedding, work restrictions, and 
standard crew-size requirements—and 
these seem but warning signals of a 
major storm now brewing in our rap- 
idly advancing technological age. 

The strikes on management rights 
that have exploded in recent years 
point up management’s failure to sell 
constant improvement as the necessary 
way of life of the free-enterprise sys- 
tem. Apparently, employees do not ac- 
cept the dictum that, in a free econ- 
omy, the market place inevitably de- 
mands improvement. The argument 
that it is this pressure for improvement 
that has propelled our economy so 
rapidly forward over the years seems 
to have been lost on them. 

Why has management so signally 
failed to sell technological progress as 
industry’s way of life? Basically, be- 
cause it has overlooked the fact that, 
to be acceptable, any projected change 
must strike each and every employee as 
being to his personal advantage now. 
Many executives have uncritically ac- 
cepted the dictum “What’s good for 
the company is good for the employ- 
ee.” Logical as this statement may 
seem to management, it is by no 
means so self-evident to the individual 
worker. How can the employee be ex- 
pected to welcome continuous im- 
provement unless he is assured that he 
will personally gain by it—or that, at 
all events, he will not lose? Manage- 
ment must develop company policies 
and procedures that create this assur- 
ance. 

Broadly, this means that the com- 
pany should analyze the personal con- 
sequences of each improvement—its 
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effect on the wants or fears of each 
individual affected by the change. Ev- 
ery attempt must be made to satisfy 
these personal needs—a task that must 
carry as great a priority as the techno- 
logical problems involved. 


Impact of Change on the Individual 

A prime problem, for example, is the 
fear that technological improvement 
will result in layoffs. When a large 
labor-saving machine is installed and 
a long-service operator is laid off, it is 
only natural that his co-workers 
should feel helplessly insecure. Yet the 
company must reduce the crew if it 
is to realize the value of the machine! 
This dilemma can often be avoided if 
installations are carefully planned in 
terms of their personnel requirements, 
and efforts are made to prevent any 
layoff without, on the other hand, hav- 
ing to carry an excess staff. 

Instead of planning ahead in this 
way, the company may agree to main- 
tain “extra” people on the payroll until 
they can be absorbed or normal turn- 
over eliminates the excess. While this 
approach may allay the fear of tech- 
nological unemployment, it does so at 
a high cost. Policywise, this “carrying” 
cost, or the cost of the planning needed 
to prevent it, must be regarded as one 
of the normal expenses of installing a 
technological improvement. It is ques- 
tionable whether industry can avoid 
this obligation and still maintain its 
freedom to change. 

Certainly, it is not an obligation that 
can adequately be met by shutting 
down a plant altogether and combin- 
ing its work with that of another 
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more efficient one. When a company 
adopts this alternative, the entire com- 
munity becomes critical of all improve- 
ments installed by all companies in the 
area. Eventually, moves of this type 
cast a slur upon industry in general. 
Every corporation must recognize its 
public obligation in this respect, if in- 
dustry as a whole is to retain its free- 
dom to gear changes to the demands 
of the market place rather than to the 
political dictates of government. 

It is easy, of course, for management 
to justify an improvement with the glib 
excuse, “After all, no one got a cut.” 
But even though a man may not be 
laid off, his ego suffers if he is put on 
a job requiring less skill. An old-timer 
who is placed on a lower job where 
he knows that he is overpaid for the 
work he is doing has a hard adjust- 
ment to make. To a man who has al- 
ways prided himself on giving value 
for value received, this smacks of char- 
ity—and can create a psychic reaction 
just as disturbing as an actual lay- 
off. In many cases, a more responsible 
job can be creatively designed so that 
the man can be transferred at his pres- 
ent rate of pay and still have the per- 
sonal dignity of feeling that he is giv- 
ing full value in return. 


Developing New Skills 


Difficulties may arise, however, in 
transferring men to other jobs at the 
same level. Some companies meet this 
situation by developing extensive re- 
training programs for men already 
trained in other skills. Displaced men 
may then be placed on jobs of com- 
parable skill in the new environment. 


Such adjustments are now increasing- 
ly expected in our society because a 
worker can no longer capitalize on 
skills built up over a period of years 
as he could in the past. Companies 
must provide a means whereby such 
skills are not completely cast aside, 
thereby developing an inevitable sense 
of futility on the part of the older 
employee who has spent years acquir- 
ing them. 

We must look deeper, in fact, into 
the psychological impact of technolog- 
ical change on employees. Studies 
have shown that when employees are 
brought into the problem early in the 
planning stage and invited to offer 
suggestions, they are much more re- 
ceptive to the installation of the new 
program. If improvements are com- 
pletely engineered by the “experts” 
and then simply explained to the peo- 
ple involved, resentment and opposi- 
tion inevitably follow, ultimately co- 
agulating into group hostility to the 
“outsider” engineering departments. 

The very way a change is installed 
can also breed opposition. It may be 
announced in such a way as to imply 
that past practice was stupid or er- 
roneous rather than the best that could 
have been expected in the light of the 
conditions prevailing at the time. If 
you want cooperation from a man, a 
change should not seem to point up 
his previous methods of working as 
faulty. The old-timer who has worked 
in a particular way for years naturally 
tends to resist any suggestion that he 
has been doing the wrong thing all 
along. To accept such a notion, even 
partially, is a negation of his whole 
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past existence. Improvement, therefore, 
should never constitute an unfavorable 
reflection on past practice—a principle 
that applies to management personnel 
also. Higher management can all too 
easily criticize lower management for 
not having thought of some idea (of- 
ten quite simple) whose practicality is 
now readily perceived by all. Such an 
attitude does not encourage the enthu- 
siastic backing of improvement by all 
management people down the line. 

To work smoothly, improvement 
must become a fixed and accepted part 
of the employee’s daily life. Like most 
other things, improvement becomes 
accepted when it is steady. Men natu- 
rally oppose the sharp impact of 
change if they have seldom been ex- 
posed to change before. In other words, 
it’s the pattern that counts. Social sci- 
entists have observed that human be- 
ings manifest a universal tendency to 
develop habit patterns. These make 
living more predictable and therefore 
less to be feared. To make improve- 
ment most acceptable it must be wo- 
ven into these everyday habit patterns 
of each employee. It is of prime im- 
portance, therefore, that improvement 
and change constitute a regular part of 
the program throughout the organi- 
zation. 


Broad Planning and Policy 


A company encounters some pecul- 
iar problems, however, in trying to 
create a pattern of continuous im- 
provement. It is normal, for example, 
for a manager to push improvements 
when sales and profits are going down, 
but not when they are going up. There 
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is a natural disinclination to “stir 
things up” in good profit periods. In 
addition, it is comforting for a man- 
ager to fee] that he has the possibility 
of a little cost reduction in the “kitty” 
to use when times get tough. This 
management inertia makes it hard to 
develop an improvement pattern. Yet, 
ironically enough, it is easier for the 
company to sell improvements to em- 
ployees when sales are increasing. 
Displaced employees can be more 
readily transferred and profit pressures 
are less likely to demand immediate, 
drastic reductions in the workforce. 
This change in emphasis to scheduling 
improvements in good periods may, 
however, require a radical change in 
management philosophy. 

Even though improvement is a con- 
tinuous process, it takes careful plan- 
ning to make the installations smooth. 
Most companies take pains to plan 
their engineering changes on the 
drawing board. They do not always 
plan the changes in personne] at 
the same time, nor do they plan 
them so carefully. Personnel planning 
must go on at the same time in order 
to minimize the effects of the changes 
on the employees involved. This may 
often require careful work with the 
people immediately concerned five or 
six months before the machines are 
actually installed. 

Some companies try to avoid this 
planning by scheduling long periods 
of overtime before the installation. 
They claim that this prevents layoffs, 
since all they have to do is cut the 
overtime. But this practice has its limi- 
tations. Aside from doing nothing to 
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soften the personal opposition that de- 
velops in the face of any change, it is 
a costly approach that often develops 
sloppy work habits. In addition, the 
overtime tends to be accepted as nor- 
mal—a sacred right. Then the employ- 
ees feel they are taking a cut when 
overtime stops as soon as the new ma- 
chine is installed. 

Planning must also extend to sepa- 
rations. Under union pressure for sev- 
erance pay, many companies have been 
lulled into the complacent belief that 
this is an adequate solution to this 
problem. But this approach fails to 
take account of the fact that few men 
cheerfully abandon a social environ- 
ment in which they have spent a ma- 
jor part of their lives. A man who is 
asked to summarily sever all the social 
ties he has built up in his job over the 
years understandably regards this as an 
especially cold and unsympathetic so- 
lution to his problems. 

Severance poses a special problem 
for the man anyway. He finds him- 
self thrown onto the job market with- 
out having any idea where to go. He 
might be willing to move to another 
area, but generally he will need help 
to relocate. And his severance pay will 
last only a short time. A man usually 
prefers to find another job of compar- 
able value rather than get severance 
pay. The latter affords him little of the 
dignity of being a contributing mem- 
ber of society. Some companies have 
set up regular programs for helping 
employees find satisfactory positions 
when they are displaced. Careful inter- 
viewing may uncover that the worker 
has long been interested in a different 


field or perhaps in going into his own 
business—a step that he has hitherto 
feared to take because of personal obli- 
gations and seniority ties. A little crea- 
tive help in such cases may aid some 
men to make such a move successfully. 
The employee who is assisted in this 
manner is likely to feel that improve- 
ment was actually a boon. It has en- 
abled him to realize a long-held ambi- 
tion. 


The Tie of Seniority 

Sometimes, the feeling of insecurity 
engendered by past improvements re- 
sults in union pressure for security 
clauses, which in turn engender great- 
er iMsecurity as more improvements 
are made. Seniority plans are a good 
case in point. As changes spotlight sen- 
iority needs, the union insists on tight- 
er setups. An employee usually loses all 
his seniority if he leaves the company 
for another job. Should he come back 
he has to start again at the bottom. 
Consequently, there is a natural reluc- 
tance for long-service men to try an- 
other job. One solution may be to 
allow an employee to take a year or 
two off to try another job but still re- 
tain his seniority. This reduces the im- 
mediate load of displaced people to be 
carried. At the same time it offers a 
chance to the man who wants to make 
a change. He is not forced to gamble 
so much. In actual practice, if the 
placement is well worked out, he prob- 
ably will not wish to come back when 
the trial period is up. This procedure 
thus tends to reduce the over-all prob- 
lem. 

Some seniority plans are too inflex- 
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ible in their groupings. Where im- 
provements necessitate reductions in 
the workforce, a system whereby a man 
can jump seniority groups may be a 
partial answer to the problem. Man- 
agement should be aware also of the 
difficulties that may arise when tech- 
nological change eliminates the top 
jobs in a seniority system. Higher man- 
agement often fails to realize the defla- 
tion this may cause. A man feels he 
has made steady progress toward the 
higher job. It is then eliminated. With 
creative planning new seniority sys- 
tems can be devised that will maintain 
the opportunity for advancement and 
thus mitigate the negative aspects of 
change in the eyes of an ambitious em- 
ployee. 


Personnel Policies Foster 
Resistance to Change 

In its desire to install an improve- 
ment quickly, or to settle a union con- 
tract, a firm will often negotiate con- 
tract clauses that tie crew size directly 
to such items as machine speeds, units 
produced, or type of machine. This 
automatically fails to recognize that 
improvement is a way of life. Such 
clauses act as a strong impetus to 
featherbedding. They do not sell each 
employee on the idea that a day’s work 
is expected of him in return for his 
pay within whatever environment the 
changes develop. If a company tries to 
install changes and capitalize on them, 
with such a clause in the contract, em- 
ployees fee! that management is trying 
to undermine them. The philosophy 
implicit in this practice is inimical to 
improvement. 
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Other personnel policies can also af- 
fect employee attitudes toward change. 
Advancing technology has naturally 
placed a premium on specialized qual- 
ifications, with the result that the first 
question asked by many companies in 
filling a higher job is whether the can- 
didate has the relevant specialized 
background or college training. They 
seldom stop to consider whether the 
abilities he has shown in his present 
job indicate that he could be trained 
to do the higher one. In actual fact, 
machine operators can often be trained 
to handle specialized jobs in industrial 
engineering, personnel, scheduling, 
costs, and so on. Rank-and-file employ- 
ees would be less resistant to change 
if some of them, at least, were promot- 
ed in this manner. The adoption of 
such a policy can also help to minimize 
the problem confronting management 
when there are a large number of tech- 
nologically displaced employees who 
cannot be transferred to other produc- 
tion jobs. 

Welfare plans may also act as a de- 
terrent to improvement. For example, 
pension plans with long vesting en- 
courage the employee to develop a 
stronger and stronger urge for protec- 
tion through seniority. They reinforce 
an employee’s reluctance to try another 
job because of the loss of both sen- 
iority and vesting. Hence, any change 
likely to result in the loss of these bene- 
fits meets with opposition. Companies 
should review the philosophy of their 
benefit plans to insure that they do not 
constitute a built-in deterrent to 
change. 

Policies affecting management per- 
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sonnel can present other blocks to 
progress and should also be reviewed. 
First-line supervisors, for example, 
should be encouraged to feel that they 
will get positive recognition for recom- 
mending an improvement. I recall a 
foreman who told me, “I could cut 
out three men, but what’s the use? I 
won't get any credit, and I'll get it in 
the neck if somebody goes to the un- 
ion.” Unfortunately, this is typical of 
all too many plants. First-line super- 
visors, the very group that should act 
as the front line of management, often 
feel that they have nothing to gain by 
instituting a change. 

In fact, the foreman may actually be 
discouraged from helping the com- 
pany capitalize on improvement. If, for 
example, the plant is on time-study in- 
centives, the foreman cannot usually 
be evaluated by the bonus earnings of 
his men. In actual practice he has a 
sizable effect on standards in that man- 
agement relies on him to demand a 
change in standards when a method 
changes. Why should he push for tight- 
er standards when measuring him by 
the older ones puts him in a more 
favorable light? A more satisfactory 
approach to this problem may be to 
place the foreman on a basis whereby 
he is recognized for an over-all reduc- 
tion in the unit cost of production. This 
automatically predisposes him in favor 
of sound standards and technological 
improvement. 

Budget systems may also have a 
deleterious effect on a supervisor’s zest 
for improvement. These systems often 
encourage first, requests for higher 
budgets and then, merely an interest 


in keeping within the budget (but not 
too much inside it since in that case 
the supervisor won’t get so much in 
his next budget). Budgets also fre- 
quently discourage gambles on new 
methods at the lower levels of man- 
agement, since any increase in cost 
tends to be questioned, especially if the 
payoff is long-range. It may be advan- 
tageous to review the possible impact 
of budget plans to make sure that they 
spur lower-level supervisors to take the 
action necessary to develop new meth- 
ods. 

Accounting reports may also be a 
deterrent to improvement. Most ac- 
counting reports are designed to bring 
deviations to the attention of higher 
management. This tends to discourage 
lower-level managers from taking any 
chances, because they know that not 
only will any deviation be reported to 
the top, but also their deviations are 
likely to weigh heavier in the balance 
than their total achievement over a 
given period of time. New approaches 
to record systems must be developed 
so that records will encourage even 
first-line supervisors to develop im- 
provement as a way of life. 


Authority and Credit for Change 

Spontaneous improvement can also 
be retarded at lower management lev- 
els because authority has not been dele- 
gated down the line. This delegation 
encourages improvement better when | 
it is defined in terms of permissible er- 
rors, so that men are no longer afraid 
to gamble on a change. 

Basic to any management drive to- 
ward improvement as a way of life for 
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the organization is a definite improve- 
ment objective for each member of the 
management team. Comparatively few 
companies, however, set any kind of 
objectives for their first-line supervi- 
sors, let alone requirements for im- 
provement. They have no other pro- 
gram for giving the supervisor credit 
when improvement does take place. 

On the contrary, a supervisor is of- 
ten much more likely to be blamed for 
not having thought of an idea when 
someone else develops it. This discour- 
ages him from accepting any ideas 
from other people. To make improve- 
ments developed by a staff man or a 
member of another department accept- 
able to him, each supervisor should get 
full credit for any improvement in- 
stalled in his group, no matter where 
the idea came from. There has been a 
strong tendency on the part of some 
managements to resist giving super- 
visors full credit in this manner—a 
policy that inevitably fosters supervi- 
sory opposition to the installation of 
any new ideas. 

Further, a supervisor should also get 
full credit for any workable idea 
thought up by one of his own employ- 
ees. This encourages him to give credit 
to his own men when they develop 
ideas instead of “stealing” all the credit 
for himself. This approach provides a 
powerful stimulus to improvement 
since in turn it encourages each mem- 
ber of the crew to think of ways of 
improving the operation. To make this 
policy fully effective, however, the su- 
pervisor must be encouraged to give 
his people credit publicly whenever 
they make a contribution of this kind. 
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Pay as an Incentive 
Toward Improvement 

Basic to our economy is a recogni- 
tion of money as a reward for service 
to our society. This philosophy has, of 
course, carried over into wages and 
salaries, so that a particular wage or 
salary tends to become something of a 
symbol of the individual’s contribu- 
tion. Differences in pay are thus com- 
monly viewed as indications of differ- 
ences in the value of the individual’s 
contribution to society. With this in 
mind, the pay system must be carefully 
analyzed from the viewpoint of incen- 
tive toward improvement. 

A fundamental error here is to view 
pay independently of the objectives of 
the enterprise. If pay is to provide an 
incentive toward improvement, it 
should be looked at as pay for the con- 
tribution of the man, not of the ma- 
chine. This is basic for any company 
wishing to sell the improvement phil- 
osophy. Wage rates tied to feet per 
hour or miles run do not meet this re- 
quirement. Nor does the widely held 
belief that job evaluation evaluates “the 
job, not the man.” The emphasis must 
be on the contribution of the individ- 
ual in the job. Sometimes an improve- 
ment may result in less skill, knowl- 
edge, or experience being required, yet 
the individual’s contribution in the job 
may actually be greater than before. 
A job-evaluation approach that places 
prime stress on “background” factors 
such as skill, education, and experi- 
ence is of questionable value in such 
cases. 

Compensation policies should also 
be reviewed in the light of their im- 
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pact on change. If, for example, a new 
installation opens up higher-paid jobs, 
it is an impetus to improvement if peo- 
ple are promoted without delay. By 
the same token, no one should have to 
take a cut in pay as the result of a 
change. This merely unsells people on 
further improvements. In salaried 
groups, it is risky even to cut the salary 
range of a man who has helped to in- 
stall an improvement. Telling him that 
you will not cut him but that he can- 
not receive further raises because his 
pay is now over his new range is hard- 
ly a boost for change as a way of life. 
A man is not likely to be sold on im- 
provement when the net result so far 
as he can see is a reduction in oppor- 
tunity. 

(A contributing factor here is the 
practice expanded in recent decades of 
paying for time put in on the job with- 
out regard for what actually gets done. 
This tends to emphasize hours, not ac- 
complishment. It will require a great 
deal of imagination on the part of 
management to operate within the 
shadow of the time clock and still 
create a pay system that is based on 
pay for results.) 

Pay systems can be further examined 
to make them active incentives for im- 
provement. For example, rewards or 
bonus systems may be worked out for 
special contributions “beyond the call 
of duty.” This may be a place where 
suggestion systems can be used to ad- 
vantage, especially in the company 
with a time study plan. In plans of this 
type, there is little incentive for the 
operator to suggest an improvement. 
From his point of view this only means 
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that he will be expected: to produce 
more. Accordingly, he tends to keep an 
improvement to himself. It is to his 
personal advantage to use the better 
method and retain the loose standard. 

Operators also hesitate to suggest an 
improvement because they are afraid 
that other people on the same job will 
resent it. This social disapproval may 
be a powerful deterrent to even the 
most conscientious worker. Some com- 
panies overcome this problem by giv- 
ing part of the reward to the other 
people affected. Relieving the social 
pressure on the contributor can be an- 
other way of selling the idea that im- 
provement is to the advantage of all 
the people. 


Management Pay Problems 

Since the spirit of each work group 
inevitably reflects the philosophy of the 
management team as a whole, man- 
agement compensation programs 
should also be reviewed to see how far 
they constitute an incentive toward 
change. Merit increases based on con- 
tinuous improvement can act as a 
sound stimulus, whereas mere length- 
of-service increases are of questionable 
value. Companies have become com- 
placent about giving automatic raises 
at regularly scheduled intervals and 
still rely too much on appraisals that 
emphasize personality traits rather 
than performance. Both these practices 
can weaken the incentive to achieve 
anything, let alone strive for continu- 
ous improvement in what is being ac- 
complished. 

Supervisory compensation can pre- 
sent special problems. Supervisory pay 
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scales that give undue weight to the 
number of people supervised, for exam- 
ple, encourage the supervisor to op- 
pose improvements that will cut down 
the size of his crew; and the policy of 
paying a supervisor a fixed differential 
over the earnings of the people he su- 
pervises may also hamper the installa- 
tion of some technological changes. 
The supervisor may resist improve- 
ments that will lower the top rates of 
his men, since this will reduce his own 
chances of increasing his compensa- 
tion. 

If supervisors are to spearhead the 
improvement program, their pay sys- 
tems must be reviewed to insure that 
improvement will definitely be to their 
advantage, in the form of either in- 
creases or bonuses. Securing supervi- 
sory support is often a basic problem. 
Indeed, many first-line supervisors 
seem to be in league with rank-and- 
file employees in opposing change. 
When this phenomenon is observed, 
the reason may be that their pay sys- 
tem has not been designed in such a 
way as to make it worth their while to 
institute improvements in their oper- 
ations. 


Redesigning Bonus Systems 
Management bonus systems should 
be designed to reward improvement. 
First of all, they should focus on ac- 
complishment. Here, however, it may 
be noted that while over-all profit- 
sharing plans may be a highly effective 
stimulus for general managers, their 
effectiveness decreases as you go down 
the line because they do not adequate- 
ly reflect the improvement expected of 
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the individual employee. At the lower 
levels profit-sharing plans may some- 
times actually reduce the incentive for 
managers or supervisors to achieve 
better results. 

To meet the changing needs of our 
dynamic society, management bonus 
plans may actually have to change ev- 
ery year if they are to provide sound in- 
centive. Requirements may change. In 
addition, good performance last year 
may have to be looked upon as only 
average performance this year. The 
superior accomplishment of last year 
may now be used as a base for still bet- 
ter achievement this year. In other 
words, for maximum sound incentive, 
a management bonus plan should 
probably reflect a changed require- 
ment each year, implying improve- 
ment as the company’s normal way of 
life. 

To sum up, if management is to 
meet the challenge of continuous 
technological improvement inherent 
in our free-enterprise system, it must 
reconsider all policies and programs 
connected with change in the light of 
the basic philosophy that every im- 
provement should be made as person- 
ally advantageous to each employee as 
possible. The planning necessary to 
achieve this end must be given equal 
priority with that accorded to the en- 
gineering of the change itself. Failing 
this, management will find it hard to 
retain the confidence of employees and 
of the public in general—and without 
that confidence we as a nation will en- 
counter increasing difficulty in the ef- 
fort to sustain our present position of 
world economic leadership. 














Realizing that he didn’t have enough communi- 
cation with his foremen, plant superintendent 
Francis Rogers decided to interview them. But 
to do so, be bad to work out an interviewing ap- 
proach all bis own. 


When the Boss Interviews 


JOHN PERRY 


Vice President 
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New Canaan, Connecticut 


One disadvantage of the growing 
professionalism of management is 
that it now incorporates a body of 
practice that is already beginning to 
harden into inviolable routine. This, 
say the experts, is how things should 
be done—and fewer and fewer practic- 
ing managers apparently dare to ques- 
tion whether there might not be other 
and even better ways of achieving the 
same result. 

Here and there, however, there still 
remain a few venturesome spirits who, 
instead of going by the book, prefer 
to evolve their own methods of man- 
aging. In many cases, of course, these 
amount to no more than a rediscovery 
of what the rest of the world already 
knows. But it can also happen that, 
simply by bringing a fresh, unbiased 
eye to an old problem, a man can hit 
upon a promising new solution. 

Such a man, for example, is Francis 
Rogers, superintendent of the box 





plant of Bloomer Bros., Newark, New 
York, makers of paperboard food con- 
tainers. Rogers, now 34, has come up 
from the ranks. He is by nature an 
innovator, always experimenting with 
new management methods. One of his 
experiments has evolved into an un- 
usual, perhaps unique, method of con- 
ducting employee interviews. 

Rogers’ interviewing method origi- 
nated in the fact that he saw in his 
plant a condition common in indus- 
try: he and his foremen talked to- 
gether several times daily, but always 
about immediate problems—schedules, 
stock-outs, breakdowns, and _person- 
nel actions. They never found an op- 
portunity to pause, take a deep breath, 
and look at their work in a broader 
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perspective. They made too little prog- 
ress, Rogers believed, because they 
were simply reacting to problems in- 
stead of seeking causes. 

Whatever good ideas for improve- 
ment the foremen might have had 
were crowded out in these discussions. 
“I'd had a few ideas myself,” Rogers 
says, “and I got teed off when my 
boss didn’t seem to have time to lis- 
ten. But I realized I was doing the 
same thing to my foremen.” 


A Tentative Solution 

When he became aware of the prob- 
lem, Rogers’ first thought was to call 
foreman’s meetings. After some re- 
flection, however, he decided that they 
wouldn’t work, at least not until some 
foundation had been laid. Meetings 
were already being held often enough, 
and a mere change of agenda wouldn’t 
break the ice—some foremen still 
weren’t going to open up. 

Perhaps interviewing would break 
through the reticence, Rogers then 
thought, and his boss, production 
manager Jack Ayer, agreed that it was 
worth a try. 

When Rogers began digging 
through books and articles about in- 
terviewing methods, however, he real- 
ized that his proposal was quite un- 
usual. Most interviews are conducted 
by staff people, consultants, or others 
who have no direct authority over the 
employees being interviewed. This ar- 
rangement encourages employees to 
speak freely, unconcerned about pos- 
sible consequences to themselves. 

Though Rogers agreed that the 
point was valid, he did not see it as too 
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pertinent. The line relationship might 
preclude utter frankness, but utter 
frankness was not really what he was 
looking for, anyway. 

From his reading, Rogers also 
learned that there are two main types 
of interview—the unstructured and 
the structured. Extreme candor is 
sought usually through the unstruc- 
tured, sometimes called the “permis- 
sive” or “depth” interview, in which 
the interviewer does little more than 
listen attentively and encouragingly. 

“That seemed beyond me,” Rogers 
says. “It didn’t seem the best way to 
get what I wanted, either. I needed 
solid ideas on how to run the place 
better, not an outpouring of feelings 
and attitudes.” 

On the other hand, the structured 
interview, running through a series of 
prepared questions, also seemed un- 
promising. 

“If I had known what questions to 
ask, I’d probably have known the an- 
swers, too,” he comments. 

His tentative solution, which 
worked well in early experiments, 
could be called the “planned inter- 
view.” Rogers prepared no questions, 
but listed ten major subject headings 
to be covered in each interview: 

Materials. 

Planning. 

Attitudes. 

Your job content. 

Information to do job. 

Relationships (with Rogers, co-foremen, 

subordinates, top management). 

Freedom to do job. 

Training. 


Salary. 
Future. 


The main headings were broad, be- 








cause Rogers was not concerned about 
overlapping, or even about whether in- 
dividual foremen interpreted them in 
the same way. In response to “Plan- 
ning,” for example, one foreman 
talked about daily rescheduling of his 
department, while another had com- 
ments about long-range corporate 
planning. The heading “Materials” 
elicited comments and ideas on a va- 
riety of subjects—new products, prod- 
uct design, machinery, tools, shop 
layout, and quality control. 

This was fine, in Rogers’ view. A 
heading served its purpose if it simply 
set the interview process in motion. 
The sequence of the headings, how- 
ever, turned out to be important. 
When Rogers began with “Materials” 
and “Planning,” interviews got off to 
a quick start. Headings that suggested 
more personal matters were best slot- 
ted in later. 

“It’s a good idea to begin with men 
who you know will talk pretty freely,” 
Rogers also notes. “The material they 
cover gives you ideas that help in in- 
terviewing others.” 

Another idea that came out of the 
early experiments simplified the note 
taking and reporting: Rogers had 
blank forms prepared, with two or 
three of the main headings appearing 
on each page. He could thus jot down 
his interview notes in the space under 
each heading and then have them 
typed up in the same order. 

“Next time I may try giving out 
these forms ahead of the interview,” 
he says. “Then each man might take 
time beforehand to get his ideas to- 
gether.” 
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Rogers conducted his first experi- 
ments with two of the foremen he 
knew best, later incorporating their 
suggestions in the final plan. He con- 
sulted others, too, to make sure there 
would be no opposition. Once it was 
clear that the response would be favor- 
able, Rogers sketched out the plan 
broadly at the weekly plant meeting, 
explaining its purpose and how it 
would be handled. 

Each interview was private, and 
was allotted two hours. This wasn’t 
enough time for a number of the fore- 
men—but it was too much for Rogers. 
Because the interviewer tires after an 
hour and may become inattentive, Rog- 
ers now thinks that it would be bet- 
ter to schedule the interviews for one 
hour only, offering a second, or even a 
third, hour if additional time is need- 
ed to cover the ground. 


The Interviews Produce Ideas 
—and Action 


The results of the interviews more 
than confirmed Rogers’ belief that 
good ideas were available for the ask- 
ing. The first two headings, “Mate- 
rials” and “Planning,” evoked the 
greatest response. All the foremen had 
comments, suggestions, and proposals 
to make. For example: 


> We need a new saw, because we can 
no longer get parts on the old one. 

> If the present market trend continues, 
we'll run short of machine capacity on 
half-gallons. We should rebuild one of the 
other machines to be ready for this. 

> We could use a die for pullet or jumbo 
egg boxes and save money on the hand- 
punching operation. 

> There’s no control system to tell us 
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whether the truck has brought a full or- 

der or just part of one. 

® Stock shortages sometimes occur with- 

out my knowledge. I put a job on the 

press for a 10,000 order and run out after 

2,000 blanks. 

Responses to the other headings also 
provided useful guides for Rogers’ 
future planning. The notes on “Atti- 
tudes” and “Information to do job,” 
for example, while they did not show 
any general pattern, gave a series of 
impressions, evaluations of morale in 
each department, with some clues to 
trends and causes. 

The heading “Relationships” did 
not evoke extensive comments from 
any of the foremen. Though this may 
reflect some lack of candor on their 
part, the foremen were nevertheless al- 
most uniformly critical of Rogers him- 
self, claiming that he didn’t give them 
enough opportunities to talk with 
him, and that he didn’t visit their de- 
partments sufficiently often. 

Rogers was puzzled at first by the 
scanty responses to “Training.” While 
nearly all of them referred to a trainee 
program then under way, none dealt 
with the adequacy of foreman train- 
ing, or with the need for more train- 
ing in skills. He concluded that the 
men had responded to what they un- 
derstood as the chief purpose of the 
interviews: they thought he was in- 
terested primarily in production prob- 
lems. If he had put more emphasis on 
training in his briefing meeting, he re- 
alized, and if “Training” had been 
nearer the top of the list, the subject 
might have drawn greater response. 

The very last item, “Future,” 
brought out some of the most reveal- 
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ing material. Almost all the foremen 
were remarkably outspoken about 
their ambitions and their own evalua- 
tions of their potentialities: 

> I don’t think I’m executive material. If 

math is needed for higher-level jobs, I 

wouldn’t last long. But I want to go as 

far as I can and still do a good job. 

> My personal goal is just above foreman 

level, but I wouldn’t be dissatisfied to re- 

main a foreman. 

> An office job, in production planning, 

would be my first choice. 

> I'd be willing to go on with my educa- 

tion if I could have a better idea of what 

I need in order to get ahead. 

With the interviewing completed, 
Rogers knew he had taken on a re- 
sponsibility he didn’t dare slight. Thir- 
ty-three specific proposals on produc- 
tion matters had been offered and 
most of them were just about ready 
for management’s decision. Among 
the more general or personal com- 
ments, too, there were ideas that 
would have to be studied, talked over, 
and perhaps finally shaped into lines 
of action. The foremen were waiting 
for answers. 

First off, as many had said in inter- 
views and foreman meetings, they 
wanted a report from Rogers on what 
he’d learned. He gave a brief verbal 
report a few days after the final inter- 
view. But, he explained, he preferred 
to report details when he could also 
report some action. 

Perhaps predictably, this took long- 
er than Rogers had hoped. But six 
months after the interviews, each fore- 
man received a written report telling 
what had been done about the 33 spe- 
cific recommendations. Here are three 


excerpts, less detailed than both the 





actual report and the original propo- 
sals: 

1. Two new electric trucks recommended. 

Purchase of one authorized, delivery in 60 

days. 

2. Recommendation on cutting plates and 

chases. Purchase authorization issued. 

3. Investigate processing Vegas through 

the Coater. This has not been done. 

What made the final report exciting 
reading was that it described action on 
28 of the 33 items. Some of the actions 
had been completed, others were still 
in process, and in a few cases the origi- 
nal idea had led to a broader investi- 
gation. 

Measured in terms of new produc- 
tion methods and lower costs, the in- 
terviews scored impressively. But Rog- 
ers attaches even greater importance to 
changes in ways of managing that fol- 
lowed. For Rogers and his foremen, 
the interviews brought into sharp fo- 
cus the question “How do we work 
together?” 

Responding to what he accepted as 
valid criticism, Rogers rescheduled his 
own time, committing half of it to the 
foremen. His plan now includes regu- 
lar weekly meetings on the budget, on 
scheduling, and on production prob- 
lems. It sets aside specific hours for 
improvement projects, in which sever- 
al foremen may be involved, and re- 
serves time for a daily tour of the 
plant. Finally, Rogers’ schedule allows 
each foreman a weekly half-hour for 
private discussion, no matter how fre- 
quently he sees Rogers for other rea- 
sons. 

To make these individual confer- 
ences more productive, Rogers has is- 
sued a check list to each foreman—a 
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list of headings similar to those used 
in the original interviews, but more 
detailed and more directly related to 
current operations. The foreman need 
not follow it, but if he glances through 
it before meeting with Rogers, he’s 
likely to come better prepared. 


Foremen Can Interview, Too 

When a program has been so con- 
spicuously successful, one conclusion 
seems obvious: “Let’s do this often!” 
Rogers waited a year before repeating 
the round of interviews. He sensed al- 
most at once that they \ -en’t work- 
ing and called them off aster the first 
few proved unproductive. 

“There just wasn’t enough back- 
log,” he explains. “The first time, we 
broke a log jam. In fact, we got ac- 
tion on a couple of ideas that had been 
kicking around for ten years. A year 
later we were still working on some 
of them, and we'd also kept the logs 
from jamming up again. We didn’t 
need interviews again so soon.” 

But interviewing wasn’t put aside, 
because Rogers soon had another idea: 
why not have the foremen interview 
their employees? 

Again he began experimentally, 
talking it over with three foremen. To- 
gether they developed a plan and an 
outline for the interview that are being 
tested in action now. 

The results indicate that the inter- 
view method Rogers used can also be 
applied successfully by first-line fore- 
men, if they are given some pointers 
on interviewing, are involved in pre- 
paring the plan, and are asked to look 
on their first attempts as experimental. 
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“Tt sure opened my eyes,” one fore- 
man said after interviewing a number 
of his employees. “I thought I knew 
my men. After all, we worked togeth- 
er every day and we'd been having de- 
partmental meetings, too. But this in- 
terview business shook me up. I'd just 
been missing a lot that was going on, 
including things I was doing. It’s 
made a big difference in my shop.” 

Another foreman heard fewer per- 
sonal comments, but his private talks 
have yielded several workable produc- 
tion ideas, some of which had un- 
doubtedly been bottled up for months 
or even years. “All you have to do is 
ask,” he reports. 

Rogers’ results are not new in this 
respect: everyone knows most plants 
are rich in untapped knowledge and 
ideas. His special contribution is to 
demonstrate that successful interview- 


ing does not necessarily require pro- 
fessional skill. A line executive can in- 
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terview his immediate subordinates, 
with good results, if he will take the 
time to learn something about inter- 
viewing and prepare a plan. 

“There’s another ‘if,’” Rogers 
warned when he read a draft of this 
article. “You need a reasonably good 
climate in the plant to begin with. In- 
terviewing may clear up some misun- 
derstandings. But there has to be con- 
fidence in your good intentions.” 

It may be added, too, that attempts 
to follow Rogers’ technique to the let- 
ter are likely to prove disappointing. 
The real significance of his work lies 
not so much perhaps in the method he 
evolved to solve a particular problem 
as in his approach to it—experiment- 
ing with an idea, analyzing the early 
results, and modifying his plan accord- 
ingly. Experimentation has become all 
too rare in management today, but 
Rogers’ achievement shows that it can 


still pay off handsomely. 


Work Injuries Mount in 1959 


DisaBLinc work INnjuriEs in 1959 jumped 8 per cent above the 1958 total and were 
the highest in number recorded for any one year since 1953, according to preliminary 
estimates compiled by the Bureau of Labor Statistics in conjunction with the National 
Safety Council. The injury rate also rose, from 29.4 per 1,000 workers in 1958 to 
31.2 in 1959. The 1959 rate was also higher than that of 1957, but was about the same 
as in 1954 and 1956 and below the rates of most other earlier years. 

Of the 1,970,000 work injuries that occurred in 1959, 13,800 were fatal—a 4 per 
cent increase over the 1958 total but a lower figure than for any other year on record. 
The death rate of 22 per 100,000 workers equaled the record low achieved in 1958. 

Approximately 84,200 injuries in 1959 resulted in some degree of permanent phys- 
ical impairment, ranging from the amputation or partial loss of a finger or toe to 
complete and permanent disability. The remaining injuries caused disablement for 
one full day or more following the day of the accident, but no lasting ill effects. All 
told, work injuries resulted in approximately 41 million man-days of disability 
during the year. 





No one method for determining the cost of turn- 
over has yet won general acceptance. Here is a 
suggested procedure that starts from the premise 
that terminations and accessions are two sides of 
the same coin. 
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Tuoucx many studies have been pub- 


lished on the subject of labor turn- 
over, no method of calculating its cost 
that has proved acceptable to most of 
those interested in this problem has 
yet been presented. Thus, AMA’s re- 
cent Research Study No. 39, Labor 
Turnover Calculation and Cost, by 
Frederick J. Gaudet, while an excel- 
lent outline of some of the available 
material on this subject, does not rec- 
ommend any one method of develop- 
ing costs. 

It is the aim of this article to suggest 
an approach to calculating the cost of 
labor turnover that should be useful 
to the company seriously concerned 
about its turnover problem, as well as 
acceptable for the purpose of inter- 
company comparisons. 

Any study of turnover and its cost 
almost of necessity requires the atten- 


tion of both the industrial relations 
and the controller’s departments. 
However, each of these functions must 
be prepared to supply its own fund of 
knowledge, experience, and data, and 
at the same time remain flexible 
enough so that its concepts may be 
meshed with the other’s into an ac- 
ceptable, over-all approach to the prob- 
lem. To define their roles briefly, the 
controller’s function supplies the nu- 
merator, or cost elements, while the in- 
dustrial relations function supplies the 
denominator, or divisor units. The 
end product is the unit cost of turn- 
over. 

It goes without saying that the in- 
dustrial relations department must 
provide the right denominator if an 
accurate cost is to be developed. It is 
at this point that much of the confu- 
sion overhanging the whole problem 
of turnover cost calculation arises. 

Fundamentally, turnover is the 
movement of employees into and out 
of a company. Both the U. S. Depart- 
ment of Labor and various authorities 
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associated with the Tavistock Institute 
Group of Great Britain, among oth- 
ers, have recognized this basic concept. 
Movements into the company—new 
hires, rehires, and reinstatements—are 
classified as accessions. Movements out 
—voluntary quits, discharges, layoffs, 
and miscellaneous terminations, such 
as deaths, retirements, military leaves, 
and so on—can be similarly grouped 
under the heading of separations. 
In the United States, we generally 
deal with turnover rates that are iso- 
lated incidents in time. This static ap- 
proach is one of the reasons why many 
people think of turnover as synony- 
mous with separation or termination, 
whereas, as has been pointed out, it 
represents the dynamic movement of 
employees into and out of the total ex- 
panding, contracting, and ever-chang- 
ing workforce and its individual sub- 


groups. 
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But when we come to analyze turn- 
over, we soon recognize that the great- 
er portion of its cost is associated with 
the movement into the group—in oth- 
er words, with the accession, rather 
than with the separation, process. In 
effect, therefore, the task of industrial 
relations is to provide a realistic de- 
nominator to the cost calculation in 
the light of the fact that most costs are 
related to accessions rather than to 
separations. 


The Employment Data Needed 

Actually, a large number of studies 
of the cost of labor turnover are, for 
all practical purposes, estimates of the 
cost of accessions. But since many of 
them fail to take into account the dif- 
ference, for example, between a new 
hire and a man who is reinstated after 
a few weeks’ layoff, even they are of 
questionable value. 





TABLE 1 
Movements into and out of the Workforce 


NUMBER OF ACCESSIONS 


YEAR NEW HIRES REHIRES REINSTATEMENTS TOTAL 
1955 3,291 185 735 4,211 
1956 2,332 258 2,863 5,453 
1957 7,192 346 948 8,486 
1958 2,739 95 1,125 3,959 
1959 1,300 136 748 2,184 
NUMBER OF SEPARATIONS 
VOLUNTARY 
YEAR QUITS DISCHARGES LAYOFFS TOTAL 
1955 4,291 138 3,492 7,921 
1956 2,982 195 750 3,927 
1957 6,432 207 835 7 A74 
1958 2,530 164 1,938 4,632 
1959 1,746 127 1,417 3,290 
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TABLE 2 
Total Cost of Accessions, 1958 

TYPE OF COST PER NUMBER OF TOTAL 

ACCESSION ACCESSION ACCESSIONS cost 
New hire $300 2,739 $821,700 
Rehire 200 95 19,000 
Reinstatement 100 1,125 112,500 
Total 3,959 $953,200 





From a practical viewpoint, it is nec- 
essary for the industrial relations de- 
partment to develop statistics that will 
reflect the expansions and contractions 
in the workforce over a period of time. 
Table 1 illustrates the type of informa- 
tion that is required to reflect this 
movement in the workforce. (Perhaps 
it should be emphasized at this point 
that this table and all the others used 
in this article are purely hypothetical 
and intended for illustrative purposes 
only.) 

In Table 1, rehires are former em- 
ployees who were voluntary quits; re- 
instatements are employees who were 
previously laid off. For purposes of 
simplification, voluntary quits is a 
grouping together of all terminations 
other than discharges and layoffs. 

From this statistical breakdown, the 
inherent weakness in any cost calcula- 
tions performed during any particular 
year and based on “accessions only” 
or “separations only” is immediately 
apparent. It is possible, however, to 
overcome this defect by treating acces- 
sions and separations as merely the two 
complementary facets of one and the 
same process. 

The first step here is to calculate the 
cost of each type of accession for a par- 
ticular year. A suggested method of 





doing this is outlined in the conclud- 
ing section of this article. Taking the 
costs hypothesized under this method 
—new hires, $300, rehires, $200, rein- 
statements, $100—and using the acces- 
sion figures shown in Table 1 for the 
year 1958, for example, we arrive at a 
total turnover cost for that year of 
$953,200 (Table 2). 

Since, however, most American 
businessmen think of turnover in 
terms of separations, it is possible, 
once accession costs have been devel- 
oped, to relate these costs to the sepa- 
ration process. This can readily be 
done by treating the cost of reinstate- 
ments as equivalent to the cost of lay- 
offs, and the cost of new hires as 
equivalent to that of voluntary quits 
and discharges. Again taking the 1958 
totals as a base, but this time calculat- 
ing the separation figures in terms of 
the cost of their accession equivalents, 
we find that, in reality, turnover costs 
for the year totalled $1,002,000 (Table 
3). 

The example given here applies to 
the hourly paid segment of the work- 
force. It can, of course, be refined by 
subdividing the data into groups such 
as “Skilled Employees,” “Semi-Skilled 
Employees,” and so on. Similar data 
can also be developed for salaried em- 
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ployees, subdivided into non-exempt 
and exempt categories, salesmen, engi- 
neers, and so on, depending on the 
company’s particular situation. 

Provided that either accession or 
separation statistics are used consist- 
ently from year to year, this approach 
affords management a usable guide to 
total annual turnover costs. It should 
be noted, however, that the annualized 
total costs may be misleading during 
any given year, especially if the cost 
data are related to any “profit fore- 
gone” concept, unless management is 
fully aware that the industrial rela- 
tions and the controller’s departments 
will differ in their end uses of the data. 
Tables 2 and 3 represent one possible 
way that industrial relations may use 
turnover cost data. 


Developing the Cost Data 

Just as the industrial relations de- 
partment must provide accurate statis- 
tics on movements into and out of the 
workforce, so the controller’s depart- 
ment must develop accurate cost data, 
if the final unit cost is to serve as a 
valid guide. Here again, we are in an 
area where confusion—or, at all events, 
conflicting practice—is rife. 

Canadian, English, and Australian 
literature on turnover costs usually ap- 
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proach the problem from the account- 
ant’s viewpoint, using the usual allo- 
cation of “direct” and “indirect” costs. 
American practice, however, is usu- 
ally to cost out each item in the turn- 
over process and then relate these re- 
spective costs to the number of acces- 
sions, new hires, layoffs, or whatever 
total applies. But this approach often 
leaves one feeling that the data have 
been prepared either by a controller 
who does not fully understand the 
dynamics of the turnover process and 
the variations in the types of accessions 
or separations, or by someone in the 
industrial relations department who is 
not aware of the full significance of ab- 
sorbed and other types of costs. 

While adhering to the basic Ameri- 
can approach to the problem, the fol- 
lowing method steers a middle course 
which, it is suggested, might be accept- 
able both to the industrial relations 
department and to the controller’s. As- 
sume that all the costs of turnover can 
be grouped under two main catego- 
ries: 

1. Administrative expenses. 

2. Out-of-pocket costs. 

The innumerable items and sub- 
items usually associated with turnover 
costs may then be grouped under one 
or the other of these heads. Thus, as 





TABLE 3 
Total Cost of Separations, 1958 

TYPE OF COST PER NUMBER OF TOTAL 

SEPARATION SEPARATION SEPARATIONS CcOsT 
Voluntary quits $300 2,530 $ 759,000 
Discharge 300 164 49,200 
Layoffs 100 1,938 193,800 
Total 4,632 $1,002,000 
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TABLE 4 
Average Cost of Accessions 


. ADMINISTRATIVE EXPENSES 
(a) Employment—Personnel Office 
(b) 
(c) 
(d) 
. OUT-OF-POCKET COSTS 


(a) Substandard performance of new employees 


(b) 
(c) 
(d) 
(e) 
(f) 
(g) 


NEW HIRE 
$ 35 
e 


REHIRE REINSTATEMENT 
$ 35 $ 


Total $300 $200 $100 





“Administrative Expenses” we might 
include: 
(a) Employment—Personnel Office. (Re- 
cruiting, advertising, medical, etc.) 
(b) Payroll. 
(c) Factory office staff. 
(d) Induction and on-the-job training 
given by supervisors. 
“Out-of-pocket costs” will include 


such items as: 
(a) Substandard performance of new em- 
ployees. 
(b) On-the-job training given by experi- 
enced employees. 
(c) Loss of output due to delay in filling 
vacancies. 
(d) Increased cost of injuries. 
(e) Increased cost of inspection. 
(£) Increased cost of Social Security tax. 
(g) Increased cost of state and federal 
Unemployment Compensation tax. 


The controller’s department sup- 
plies the cost data applicable to each 
item and the industrial relations de- 
partment supplies the appropriate em- 
ployment statistic in order to obtain a 
cost per unit. Each unit of cost is then 
allocated to the appropriate type of ac- 
cession in order to “build up” the to- 
tal average cost, as shown in Table 4. 


(In making these calculations, it 
should not be forgotten that turnover 
may in certain instances reduce the 
expenditures for pensions, group in- 
surance, holidays, and vacations.) 

It will be noted that, while this ap- 
proach uses the accounting concepts 
of “fixed” and “variable” costs, and 
“direct” and “indirect” costs, the vari- 
ous cost items are not allocated accord- 
ing to usually accepted accounting 
methods. For example, the items listed 
under “Administrative Expenses” will 
be a mixture of both direct and indi- 
rect costs. 

By the use of this method, a com- 
pany can develop turnover cost data 
that can be used to depict turnover 
costs for the entire company, or for a 
particular division, plant, or depart- 
ment, as well as costs for the various 
employee groups. As a by-product of 
such a study, the company will also be 
able to estimate the cost of internal 
transfers (no matter what type). Inci- 
dentally, the same technique can be 
used, surprisingly enough, in deter- 
mining the cost of absenteeism. 





from the 


: arbitration docket 





The Issue 


The Contract 


The Union’s Argument 





Can an employee refuse to do 
a job he believes to be unsafe 
when it is not, in fact, unsafe? 


Employees have the right to 
refuse work orders believed to 
be dangerous. 


The employee had reason to 
fear that physical harm might 
result if he obeyed the fore- 
man’s order to pull the top 
bale of a stack to the floor. 





When no one bids for a posted 
job, can the company offer it 
to a man on layoff without re- 
gard to his seniority? 


When no bids are entered, the 
company has the right to fill 
it “in some other manner.” 


Recall of a man from layoff out 
of seniority is a violation of the 
contract. 





Can an employee be deprived of 
an overtime opportunity as 
punishment for absenteeism? 


The contract said nothing spe- 
cific on this point. 


An employee has a contractual 
right to his share of overtime. 
He can’t be deprived of that 
right as a matter of discipline. 





Can the employer hire a new 
employee to fill a job that a 
senior employee is willing and 
able to perform? 


Senior employees are to be given 
preference in job bidding when 
their qualifications are “sub- 
stantially equal” to those of jun- 
ior bidders. 


The company has the right to 
by-pass seniority only when giv- 
ing the job to the senior would 
have a “substantially detrimen- 
tal effect” on efficiency. That 
was not the case here. 





Can the company forbid em- 

ployees in a certain classifica- 

tion from taking their vaca- 

tions during a particular week 

of a seven-month vacation 
iod ? 


Vacations shall be arranged by 
the employer between April 
and October. 


In scheduling vacations, the 
company can forbid a few em- 
ployees to take their time off 
during a certain week if too 
many have applied for the same 
time, but that week cannot be 
excluded to ail. 





When an incentive-rated man 
has to be transferred because 
his machine broke down, should 
he get his average incentive 
earnings or his base rates dur- 
ing the period of transfer? 


The contract said nothing about 
machine breakdown, but av- 
erage incentive rates were paid 
when a man was transferred 
for the convenience of the com- 
pany, and base rates paid when 
the transfer resulted from lack 
of work. 


It is a measure of convenience 
for the employer to reassign a 


worker when his machine 
breaks down. It should be paid 
for at the higher rate. 





Note. Since arbitrators do not follow precedent, these awards should not be taken 
as indicating how other arbitrators might rule in apparently similar cases. The full 
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Some arbitration decisions of broad management 


interest, digested from the American Arbitration 


Association’s Summary of Labor Arbitration Awards 





The Company’s Defense 


The Arbitrator’s Decision 





There was nothing unsafe about the job. Fur- 
thermore, the grievant didn’t assert the claim 
of a safety hazard until after he was reprimanded 
for refusing to do the work. 


Whether the job was, in fact, safe or not is 
not decisive. The test is whether the employee, 
in good faith, thought it was unsafe. An employee 
should not be in a position where his refusal to 
do a job he honestly believes to involve danger 
would make him subject to discipline for in- 
subordination. 





Filling a vacancy where no one bids isn’t exactly 
the same as recalling an employee from layoff. 
The contract gave us the right to fill it “in 
some other manner” than by the bidding sys- 
tem. 


The recall by seniority provision applies to 
situations where the reason for the layoff (lack 
of work) no longer exists. What the company 
did was specifically permitted by the contract. 








In assigning overtime, it was more practical to 
give the work to a man who didn’t deliberately 
absent himself from the work before the dis- 
puted overtime was to be performed. 


If the employee was guilty of “absenteeism,” he 
could be punished under established plant rules 
and procedures only by a reprimand (as a first 
offense, which this was) rather than by an “in- 
voluntary loss of another day’s work at pre- 


mium pay.” 





The grievant was not “substantially equal” in 
ability to the new man hired. 


The new employee was not a bidder for the 
vacancy under the bidding system. Consequently, 
it was not relevant that he may have had more 
ability than the grievant. Inasmuch as the em- 
ployer did not show that giving the job to the 
grievant would have had a detrimental effect 
on efficiency, the union was upheld. 





Three employees in that classification will be 
on leave of absence during that week. That is 
why it would not be practical to permit others 
to go at that time. 


The contract gives the employer the right to 
schedule vacations. “All that is required is that 
the employer have a reason for refusing requests, 
which reason is not arbitrary or capricious.” 





Transferring the worker in that case is for the 
convenience of the employee. He could just as 
easily be laid off until the machine is repaired. 


When a man is transferred for lack of work, 
only base rates are paid. “To limit a transfer 
for lack of work to situations where the employee 
is idle because there are no materials to be 
processed would give the concept of lack of 
work an unreasonably narrow interpretation.” 
The company was upheld. 





texts of any cases digested here may be obtained from the American Arbitration 
Association, 477 Madison Avenue, New York 22, New York. 
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clinic 





lf the Strike Clouds 
Start to Gather ... 


STRIKE-TIME communication is in a 
league all its own, and a practitioner of 
employee communications whose com- 
pany is on the brink of labor strife or 
knee-deep in it will need some special 
skills to see him through. For a strike is 
economic warfare. And it is warfare of 
the most bitter kind—civil war. 

A public relations man recently disen- 
tangled from a long strike during which 
he bore the burden of his company’s 
communications activities has come to 
some hard conclusions. From his experi- 
ence he has distilled five questions that 
might constitute real guidance before, 
during, and after a strike. Even if your 
company expects never to be struck, it 
may derive considerable benefit from the 
self-analysis his questions induce. 

1. What is the employees’ attitude to- 
ward the company? A quick mental 
check, the publicist notes, should cover 
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this one. Have the employees normally 
been loyal or hostile? If hostile, is some 
new, disrupting influence at work? Are 
non-union employees being unionized? 
Is an outside union taking over? Better 
find out. 

2. What is the community’s attitude to- 
ward the company? Community support 
can be helpful; community opposition, 
harmful. What does the community 
know and think about the company? 
Does it care about what the company 
does? You may think you know the an- 
swers, but an inexpensive survey of pub- 
lic opinion is sometimes an eye-opener. 

3. What is the attitude of the local 
press and of local radio and television sta- 
tions toward the company? Over the 
years, how cooperative has the company 
been in dealing with the media that mold 
public opinion? Have you been available 
when they wanted information, or have 
you hidden behind a “No comment”? If 
labor difficulties arose in the company, 
would you be able to count on an efhi- 
cient working relationship with these 
agencies? If not, take steps to correct the 
situation. 

4. What is management's attitude to- 
ward communications? If there has 
been good, honest, frequent communica- 
tion between management and employ- 
ees, your communications about the 





strike are likely to meet with a good re- 
ception. On the other hand, if commu- 
nications programs suddenly appear in a 
time of crisis, employees are inclined to 
look upon them with a cynical eye. If the 
company has established no means of 
communicating with employees in nor- 
mal times, what means does it propose to 
employ when conditions are no longer 
normal? 

5. What is the attitude of the local law- 
enforcement agencies toward law en- 
forcement? Probably because his own 
company experienced some violence in 
the strike-time attacks upon it, the public 
relations official places his greatest em- 
phasis on this question. There need never 
be violence in a strike, he points out, if 
the law-enforcers will enforce the law. 
This sounds “simple and easy,” he as- 
serts, “but it isn’t.” A situation can get 
out of hand (a) if the police authority 
fails to make it clear at the first sign of 
possible trouble that the law will be en- 
forced without favoritism; (b) if the 
police authority doesn’t understand. the 
law or doesn’t see the potential violence 
in the situation; or (c) if the police au- 
thority, for political or other reasons, ig- 
nores the law and in effect supports the 
strikers. 

What is the state of law enforcement in 
your community? The time to find out, 
the publicist suggests, is before you ever 
need help. It’s well to remember that the 
police authority need not side with either 
management or the union; all that is 
needed is enforcement of the law without 
favoritism. All the good communication 
in the world won’t be of value to the 
company if, above the clamor of the un- 
ruly, its voice cannot be heard. 
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When Management 

Meets Employees 

In the conferences of management, flew 
emphasis is being given to the man-to- 
man relation of employer and employee. 
The practice of meeting with groups of 
employees is moving into the spotlight, 
though of course it is not elbowing other 
devices aside. (It is generally recognized 
that management must have supporting, 
allied media at work—such tools as em- 
ployee publications, newsletters, and bul- 
letin boards.) 

Some management men are privately 
confessing that they suddenly find them- 
selves rusty in their approach to the han- 
dling of employee meetings; others say 
that they suffer from inexperience; one 
pleads guilty to stage fright. 

Last month, a company trainee re- 
turned to home base after attending a 
conference at a university campus. In- 
cluded in his report to his superior were 
six pointers for conducting employee 
meetings he had gathered at the confer- 
ence; he has vowed to use them as guide- 
posts if he ever has to run such a meeting. 
Here are the pointers: 

1. Have a purpose in calling the meet- 
ing. You're not getting this group of em- 
ployees together for a good-natured chat 
about who’s going to take the National 
League pennant. This is one of a series of 
powwows on company business, and you 
ought to know where you are going to 
begin and end. 

2. Keep the group small. Some say you 
can run a meeting of employees success- 
fully with 70 or 80 in the audience. That’s 
not a group conference—it’s a mass meet- 
ing, too large for full and free discussion. 
Hold the number of employees to 20 or 
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25 at the most—you'll get more participa- 
tion. 

3. Keep it brief. One hour is enough of 
a dose of anything for any group to en- 
dure. It’s still better to limit the presenta- 
tion to 45 minutes or less. For the pro- 
gram to have any truly beneficial effect, 
a discussion period should follow. 

4. Localize the message. lf the employ- 
ees are to discuss the national economy, 
for example, you'll naturally want to 
start by providing some general back- 
ground information. But eventually you 
will have to get the presentation down to 
topics more specifically related to your 
audience. The broader presentations on 
economics often meet with lukewarm 
employee response because the chairman 
does not apply them locally. 

5. Keep the group meeting informal. 
The formal meeting is a waste of com- 
pany time and money. You want employ- 
ees first to contribute their own views, but 
they won’t talk in a deepfreeze. Keep the 
conference as warm and free as possible. 

6. Invite comments on, and criticisms 
of, the presentation. Are you hitting a 
homer every time you come to bat? Don’t 
expect to. But you should expect to raise 
your batting average with each successive 
presentation, and you'll never be sure 
how well you’re doing if you don’t check. 
This doesn’t mean simply finding out if 
the employees like and understand your 
presentations: check to see what they like 
and how much they understand. 


Cost Cutting Becomes 
Employees’ Business 

MANAGEMENT often uses its communica- 
tions devices for telling employees how 
they can help cut costs. Pulling a switch 


JULY-AUGUST, 1960 


on this practice, an insurance company in 
the West decided to invite employees to 
tell management how costs could be cut. 
The experience was refreshing. 

In tapping the wells of employee inven- 
tiveness, the company did not use its nor- 
mal channel for such communications, 
the suggestion system. Instead, it turned 
to the technique of brainstorming, invit- 
ing into conference seven employees 
chosen at random. Encouraged by the 
moderator, the employees fed into a tape 
recorder 81 ideas for cost cutting. Some 
ideas, the company noted, were outmoded 
or impractical; several, however, were 
new and highly useful—ideas that man- 
agement had never thought of and that 
the suggestion system had never brought 
forth. 

The 81 ideas were catalogued four 
ways—under “use of time,” “use of sup- 
plies and facilities,” “improving in your 
job,” and “use of the suggestion sys- 
tem.” Ideas in the first classification 
ranged from such obvious suggestions as 
“Cut down absenteeism” and “Put in 
eight honest hours of work” to recom- 
mendations much closer to the heart of 
the matter—“If you finish one day’s work 
early, set up the next”; “Know what you'll 
need before you start a job, so you won’t 
have to interrupt yourself to get supplies”; 
and “Try to standardize the time each of 
your various jobs takes you, and then try 
to reduce it.” 

On the subject of supplies and facilities, 
the suggestors displayed no particular 
originality in recommending that type- 
writers be kept clean and records be kept 
up to date. But they showed a good con- 
cept of the cost-cutting target when they 
proposed, “Order only the supplies you 





need—don’t order excess materials”; “Re- 
member the supplies aren’t free—get as 
much out of them as you can”; and 
“Conserve such things as paper towels, 
soap, rubber bands, and paper clips.” 

They gave some heartening counsel 
about the suggestion system: “Get your 
ideas in before you lose enthusiasm for 
them” and “If your idea is refused, re- 
view it. Maybe it can be modified or 
adapted into a workable idea.” 

Encouraged by the warmth of the em- 
ployees’ response to the brainstorming 
confab, the company wrote up the session 
—along with the suggestions it produced 
—in an issue of the employee magazine. 
“The list is not complete,” the article 
pointed out. “It never will be, because no 
matter how many ways you hear of doing 
your job better, a brainstorming session 
with yourself can always add another idea 
to the list.” 


Miscellaneous Milestones 
In Employee Communications 
Tue furore created in the field of em- 
ployee communications by the reporting 
requirements of the Federal Welfare and 
Pension Plans Disclosure Act is still 
growing. Companies find their commu- 
nications devices taxed with new report- 
ing responsibilities. Employees may not 
become experts on the subject of benefits, 
but those who handle management com- 
munications now have to—not only to 
satisfy the government but also to convey 
to employees how much the benefits pro- 
gram actually costs, something that is too 
frequently taken for granted. 

So, in addition to the specific figures 
the law requires, communicators are be- 
ginning to elaborate on the statistics in 
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order to make them more meaningful, 
interesting, and useful. For example, one 
controller explains in his company’s paper 
how investments are made from the em- 
ployees’ trust fund. He lists stocks and 
bonds held by the trust fund and de- 
scribes in simple language the method of 
administering it. Another company has a 
painstaking plan whereby the secretary of 
the retirement allowance committee pro- 
vides each employee with an individual 
report showing the credits he has ac- 
cumulated under the plan since he be- 
came a participant. In its employee paper, 
another company submits the formal re- 
port accompanied by an_ easy-to-read, 
easy-to-understand version in an adjoin- 
ing column. 
* * # 

Tue senior Henry Ford is credited with 
having said, “Good management people 
don’t worry about the future—they make 
it.” This quote was used at a recent so- 
called president’s conference at the South- 
western Bell Telephone Co., in St. Louis, 
and it occurred to the communications 
staff that it might be well to tell employ- 
ees not only about the shape of the fu- 
ture but about the management people 
who are shaping it. From this idea 
emerged a dramatic organization chart 
picturing 85 of the company’s top manag- 
ers, who represent “25 centuries of tele- 
phone know-how.” Accompanying iden- 
tifications gave names and job titles and 
enabled many Southwesterners—possibly 
for the first time—to view the entire top 
management team. 

When American Steel Foundries, in 
Chicago, some years ago recognized the 
complexities of its coming expansion and 
decentralization programs, officials also 
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sensed the need for bringing the organ- 
ization chart to life. The job has been ac- 
complished in a manual that presents a 
series of divisional organization charts 
accompanied by divisional job descrip- 
tions. The company’s view: (1) It’s essen- 
tial that members of top management un- 
derstand their own responsibilities and 
authorities; (2) it’s important that each 
member understand the functions of oth- 
er departments; and (3) it’s desirable to 
give all employees a better understanding 
of the company’s structure and activities. 
* @ 8 
Quote of the month: “Our natural 
yearning for putting on our best face 
many times prevents us from treating 
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negative situations with deserved force. 
We let inventory adjustments stand as the 
explanation for a drop in orders. We 
don’t stress simultaneously that inventory 
adjustments themselves are an economic 
fact. We say we are governed by laws of 
supply, demand, competition, price, etc. 
And then when we get a solid example of 
these laws in action, we pass up the 
chance to point them out. We do this be- 
cause we are not yet ready to leave the 
premise that if we can’t say something 
positive, something bright, shining, and 
optimistic, we must then bury our cor- 
porate heads in sands of silence.” 
—Downap C. Duvatt, Executive Vice 
President, Pittsburgh Steel Company. 


State Legislation on Unemployment Insurance 


Major OVERHAUL or minor revision—some changes were legislated into almost every 
state’s unemployment insurance law last year. A Bureau of Employment Security 
study reveals that all the 47 state legislatures that convened in 1959 reconsidered their 
laws, and all but seven amended them. Modifications were also made in the District 
of Columbia’s unemployment program. 

Sixteen states extended the regular duration of payments by periods ranging from 
two to 13 weeks, and six other states ruled that benefits will be automatically ex- 
tended when insured unemployment reaches a certain percentage of covered employ- 
ment. The maximum duration of payments now ranges from 18 to 39 weeks; in 41 
states, benefits can be collected for 26 weeks or more. 

The maximum amount of weekly benefits was raised by 22 states, six of which also 
taised their minimum benefit amounts. A flexible maximum pegged to annual or 
semiannual variations in state-wide average weekly wages was enacted by three 
states, so that such provision now appears in a total of six states. The smallest max- 
imum weekly amount now provided is $26; the largest, $55. A basic weekly benefit 
of $45 or more is the rule in six states, which include 26 per cent of all the employees 
covered by unemployment insurance. In 14 states, moreover, the maximum amount 
represents at least half of the average weekly covered wage. 

Coverage was extended to smaller firms by three states, and to agricultural work- 
ers by one, Hawaii, which thus became the first state with such a provision. 

Eligibility requirements were revised by 15 states, 13 of which stiffened the re- 
quirements by requiring higher earnings or earnings over a longer period of time. 
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UNDERSTANDING ORGANIZATIONAL BEHAV- 
tor. By Chris Argyris. The Dorsey 
Press, Inc., Homewood, Ill., 1960. 179 


pages. $6.00. 
Reviewed by George S. Odiorne* 


Chris Argyris is an extremely bright 
and energetic social scientist who teach- 
es and researches in industrial adminis- 
tration at Yale. Over the past eight to 
ten years he’s been a prolific writer in the 
Harvard Business Review and_ social 
science journals, and has written several 
books. The central theme around which 
he writes is “organizational behavior,” 
and this book describes his research ap- 
proach to studying it. 

Having worked in organizational be- 
havior research for so many years, 
Argyris now sits down to evaluate his 
own progress, and to set some new di- 
rections for his research. For example, he 
defines the goals of organizational be- 
havior research as “understanding (and 
consequently predicting and controlling) 
the behavior in organizations that initial- 
ly begins with or includes at least two 
sets of variables: the formal organiza- 
tion and the individual.” This puts his 
most recent book, Personality and Or- 
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ganization, into perspective, and ties to- 
gether much of his earlier work on 
leadership, human relations, and the pres- 
sures of the organizations on individuals. 

In fact, it might be said that this whole 
book is an outline of the author’s various 
books and articles and areas of interest, 
which he now hopes to synthesize before 
moving forward. It explains his theory 
and his method. It outlines his diagnostic 
procedures, and tells how he analyzes 
data. It sets up some models, and illus- 
trates all this in two different plants (X 
and Y, of course). 

Yet, if the personnel manager or or- 
ganization planning expert is looking for 
new ideas in organizational behavior he'll 
probably be disappointed in this book. It 
doesn’t offer anything basic or really new 
along either of these lines. Its 175-odd 
pages of prelude and explanation of re- 
search methods strike the reader almost 
as though the author is preparing a 
lengthy proposal to send to a large foun- 
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dation, asking for the wherewithal to ex- 
ecute a 20-year plan. 

Who then should read this book? First, 
the personnel research man in industry 
should read it for the techniques (diag- 
nostic procedures) that Argyris outlines 
—the “semi-structured research inter- 
view,” the development of research ob- 
jectives, and the tying of each interview 
question to some research objective. All 
these add something to the literature of 
personnel research. Before Argyris would 
go out into the field asking questions, he 
would list each question, and then two 
kinds of information that might be 
elicited from it which would aid research. 
Were this testing of the questionnaire in 
advance to be generally adopted, it would 
eliminate the collection of a great deal of 
information that ultimately ends up in 
the file without anybody’s being able to 
figure out to what earthly use it can be 
put. 

For the casual reader of Argyris’ work 
to date, his basic assumptions are suc- 
cintly stated as eight “propositions” of or- 
ganizational behavior, and this is valuable 
both to the student and to the practitioner. 
Altogether, this isn’t a formidable book, 
though research books by social scientists 
ordinarily are. Argyris hasn’t lost his ear 
for verbatim quotations from working 
people, and reproduces them with clarity 
and love. This takes a man who has once 
spoken the language, and who considers 
his subjects as whole people. As he says: 
“In essence a research relationship is a 
deeply human, personal one in which the 
researcher and the subject find deep satis- 
faction”"—a comment that should be 
taped on the cover of every investigator’s 
dispatch case. Every employment man- 
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ager, personnel researcher, and inter- 
viewer might benefit from reading this 
book, to say nothing of the academic so- 
cial scientist. 


Emptoyee Discipuine. By Lawrence 
Stessin. Bureau of National Affairs, 
Inc., Washington 7, D. C., 1960. 315 
pages. $7.85. 


Reviewed by James Menzies Black* 


“Anything good in the sixth?” asked 
the foreman of the shop steward when 
he met him accidentally at the race track. 
He didn’t have to wait long for the reply 
—a fast chop across the whiskers that 
knocked him flat. Both men were on their 
own time. Nevertheless, when the com- 
pany got wind of the fracas, it fired the 
shop steward. 

Naturally there was a grievance, and 
the case eventually came before an arbi- 
trator, who looked deeply into the affair 
and noted that the shop steward had a 
bad record, and was frequently too free 
with his fists. He also discovered that the 
two antagonists had had a row a few 
days before the incident at the race track. 
His conclusion: “When the shop steward 
carried on as he did at the races, it was 
clearly only a continuation or outgrowth 
of the plant disagreement. His dignity 
and invulnerability, as he saw it, were im- 
pugned, and he was going to do some- 
thing to correct it. He did so in the one 
way that habit dictated, by abusing the 
foreman and using his fists. His purpose 
was to intimidate his supervisor and 
make sure that thereafter the latter 
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would not dare to question him. This 
discharge was justified.” 

This colorful story is one of the hun- 
dreds of arbitration decisions given in 
Employee Discipline, a book that will be 
a valuable addition to labor-management 
literature. Its author, Lawrence Stessin, is 
a recognized authority on labor relations, 
and he writes easily, interestingly, and 
confidently about his specialty. 

His review of disciplinary disputes cov- 
ers a wide range of subjects—insubordi- 
nation, absenteeism, fights, gambling, in- 
competence, strikes, and union activity, 
to name but a few. And he presents sev- 
eral illustrations of each kind of griev- 
ance liable to arbitration, so there is no 
danger of the reader’s accepting one or 
two particular decisions as constituting 
the standard award. His extensive quo- 
tations from the rulings of arbitrators 
also provide a fascinating insight into 
the logic—and the occasional lack of it— 
governing their decisions. This book will 
convince the labor relations man—if, in- 
deed, he needs convincing—that arbitra- 
tion is a tricky business in which success 
depends as much on careful selection of 
the “neutral” as on the validity of man- 
agement’s case. 

True, the typical union agreement safe- 
guards management from the full im- 
pact of off-base or capricious rulings by 
stipulating that they “cannot add to, 
subtract from, or alter any of the provi- 
sions of the contract.” But despite these 
restrictions, the unwise opinions of arbi- 
trators have often severely damaged a 
company’s employee relations and inter- 
fered with its operating efficiency. That 
is why every company should understand 
fully the implications of the process. That 
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is why management should exercise cau- 
tion in agreeing on a particular arbitrator 
and should be at least reasonably cer- 
tain that it can support its contentions be- 
fore it allows an argument to be settled 
by an outside party whose decision is “fi- 
nal and binding.” An arbitrator’s deci- 
sion, management should remember, es- 
tablishes a far more important precedent 
in plant practices than does a grievance 
settled, even on the union’s terms, at 
some intermediate step of the procedure. 

Though the arbitrator’s decisions are 
often couched in legalistic language and 
though he refers to precedents set by 
other arbitrators to support his reasoning, 
he is nevertheless allowed much more 
freewheeling than is the judge on the 
bench. Furthermore, there is no appeal 
from his decision. An arbitrator can dis- 
regard or accept precedent as suits his 
purpose. He is bound by no tight code of 
industrial law. He can permit his emo- 
tions to cloud his view of the case. Final- 
ly, because he knows that a reputation as 
either too “pro-management” or too “pro- 
labor” will wash him out of the arbitra- 
tion business entirely, his inclination is 
to compromise whenever he can. 

But despite the drawbacks of the arbi- 
tration system, it provides a much-needed 
safety valve for union-management argu- 
ments during the life of the contract. 
Moreover, industry and labor are fortu- 
nate in having at their disposal so many 
competent men, qualified by judgment, 
experience, and knowledge of the field, to 
adjust their differences. 

Mr. Stessin is too old a hand at labor 
relations to offer management any hard- 
and-fast rules for deciding whether to 
take a case to arbitration or not. He does, 
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however, present some generalizations so 
shrewd that they alone are worth the 


price of his lively volume. Among them: 


1. Even if he thinks it violates his rights, 
an employee must obey his supervisor’s 
work order so long as grievance machin- 
ery is available to him. If a health or safe- 
ty hazard is involved, however, arbitra- 
tors are likely to be more tolerant of in- 
subordination. 

2. An employer is not obliged to retain 
a worker guilty of excessive absenteeism. 
But you never know in advance what an 
arbitrator will consider “excessive.” He 
will probably take into account tolerated 
previous absences by the aggrieved and 
other employees, the reasons for the ab- 
sences, the effect of the absences on pro- 
duction, and the employer’s attempt to 
correct the situation. 

3. A physical assault by an employee on 
a foreman will almost certainly result in 
discharge. On the other hand, a fight 
between two employees neither of whom 
can be clearly identified as the aggressor 
may result in the discharge of both—if 
management is consistent in following 
this policy. 

4. An employer may discharge a worker 
for stealing, regardless of past practice and 
usually regardless of extenuating circum- 
stances. The dishonesty must be proved, 
however, according to exacting standards 
of evidence. 

5. Gamblers may be disciplined, especial- 
ly if they are agents for outside profes- 
sionals. But if they are simply “pay-day” 
poker-players, and if they are not repeated 
offenders, the arbitrator will not let man- 
agement go much further than suspend- 
ing them. 

6. Arbitrators agree in theory that em- 
ployers may discipline workers for negli- 
gence, but in practice this right is often 
illusory. Most arbitrators insist upon a 
clear distinction between negligence and 
incompetence, holding that the latter 
must be dealt with in non-disciplinary 
ways. 
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7. Perhaps the most clear and firm stand- 
ard observed by arbitrators is that em- 
ployees may be disciplined for engaging 
in wildcat work stoppages. It does not fol- 
low, however, that the discipline will 
necessarily take the form of a discharge. 
8. Unless the agreement states otherwise, 
management has the right to promulgate 
new rules of conduct. 


While Mr. Stessin is fully conscious 
that arbitration is a technical field and is 
therefore carefully accurate in his ob- 
servations, he never loses touch with the 
reader by hiding his ideas behind a bar- 
rier of professional jargon. His book 
should be helpful to industrial relations 
executives who must develop and present 
their companies’ cases at arbitration. It 
also deserves the attention of all execu- 
tives whose decisions or actions might be 
affected by arbitration awards—and 
that’s pretty nearly everybody in manage- 
ment. 


Tue Corporation tn Mopern Society. 
Edited by Edward S. Mason. Harvard 
University Press, Cambridge, Mass., 
1960. 335 pages. $6.75. 


Reviewed by Richard Eells* 


The raison d’étre for The Corporation 
in Modern Society, a symposium de- 
scribed in Adolf Berle’s Foreword as “the 
best body of material on the American 
corporate system yet offered,” can be de- 
rived from a statement by one of its con- 
tributors, Abraham Chayes: “The mod- 
ern business corporation emerged as the 
first successful institutional claimant of 
significant unregulated power since the 
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nation-state established its title in the 
sixteenth and seventeenth centuries.” 

As an “economic republic without his- 
torical precedent”—to use Berle’s phrase 
—the corporation is more than ready for 
an intelligent, objective analysis, and this 
Mr. Mason and his authors have attempt- 
ed to supply. 

In his introductory essay, Mr. Mason 
reviews with clarity and literacy the prob- 
lem of legitimacy, the problem of power, 
the managerial revolution, the changing 
character of private property, and the re- 
lation between the corporation and state, 
and then sums up the key opinions ex- 
pressed in the essays that follow. 

These 14 articles, written mainly by 
teachers of law, political science, and 
business administration, treat such fa- 
miliar corporate questions as leadership, 
power, social responsibility, control, in- 
novation, and capitalization. The last 
three of them relate several of these topics 
to the position and progress of American 
companies in underdeveloped countries, 
and to the nature of the corporate com- 
plex in socialist Britain and pseudo-so- 
cialist Russia. 

The papers are methodical, concise, 
and objective in tone (the conspicuous 
exception being an article by Earl Lath- 
am) and are generally concerned with 
the potential conflicts between social and 
political values on the one hand and eco- 
nomic power on the other. 

Mr. Chayes’s article on “The Rule of 
Law,” for instance, suggests that we are 
ill-advised to rely on either the “prescrip- 
tive nay-saying of the law” or the con- 
science or benevolence of those who wield 
corporate power, but should depend rath- 
er on the self-assertion within the cor- 
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porate community of such groups as the 
union, the dealers, and the stockholders. 

Eugene Rostow’s paper, “To Whom 
and for What Ends Are Corporate 
Managements Responsible?” approaches 
the conflict from another point of view. 
Rostow defends the traditional thesis that 
“the basic service for which society looks 
to business and labor is the production of 
goods and services at the lowest possible 
cost, and at prices which measure the 
comparative pressure of consumers’ 
choices.” He suggests that the literature 
of management, with its advocacy of 
“balanced best interests,” has so far of- 
fered no criteria to replace the econo- 
mist’s standards for judging the propriety 
of wages and prices. Incidentally, Rostow 
describes the nature of corporate govern- 
ment by the interesting term “endocrat- 
ic.” Managers thus become “endocrats” 
rather than bureaucrats, he says—a des- 
ignation that should please them. 

In his discussion of “The Corporation 
and Economic Federalism,” Kingman 
Brewster attributes some of the failings 
of corporate sovereignty to the falling-off 
of competition in the personnel market as 
well as in the open market. He urges ex- 
amination and revision of current com- 
pensation programs leading to “personnel 
captivity,” but he appears to regard po- 
litical federalism for the corporation as 
“more of a metaphor than an analogy.” 

An excellent essay on the trade union 
is contributed by Neil Chamberlain, who 
deplores the fact that “American union- 
ism can hardly be regarded as a labor 
movement, since it betrays no sense of 
direction and is content to drift,” repeat- 
ing its performances within “the corpo- 
rate prize ring” like a tame lion in a cir- 
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cus arena. If it is to direct its energies to 
improving public policy, a new, political- 
reformer kind of leader must replace the 
contemporary union boss. In the mean- 
time, union members might be interested 
to learn that, according to the findings 
of objective scholars, they “enjoy little or 
no differential wage advantages over their 
unorganized brethren, and that the un- 
ions’ chief contribution to their mem- 
bers’ welfare has been to free them from 
the tyranny of arbitrary decision or dis- 
criminatory action in the work place.” 

An illuminating discussion of the phe- 
nomenal development of pension funds 
since World War II, and their extent and 
influence, is offered in John Lintner’s pa- 
per, “The Financing of Corporations.” 
But though the author concludes that 
pension funds are not likely to weaken 
the control of management, he does not 
explain why. 

The relations between a branch plant 
of a national corporation and the local 
community are well analyzed by Norton 
Long. He contends that corporations re- 
place old families as powers in the com- 
munity, but that they are an absentee 
landlordship. Their mobile middle man- 
agement, having no ties in the commu- 
nity, must look to the head office for 
plaudits, encouragement, and advance- 
ment; hence, they come to represent a 
kind of corporate colonialism resented 
by the local people. 

Another article on a subject of broad 
management interest is Lloyd Warner’s 
“The Corporation Man,” a socio-statisti- 
cal discussion of the question whether 
current corporate managers are a “birth 
élite, the sons of men of their own kind, 
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or... mobile men, who have fought 
their way up from lowly origins.” 

On the whole, the papers Mr. Mason 
has assembled seem to indicate that the 
corporation is a private economic govern- 
ment and as such understands and han- 
dles its own affairs better than any politi- 
cal system might. The problem of power 
and responsibility so often raised in these 
pages is at least examined, even if it re- 
mains unsettled. 

What the book does best is to evalu- 
ate the corporation as an entity—its pur- 
pose and responsibilities, its character as 
an organization, its capitalization and 
technological significance, its internal 
government, its influence on its employ- 
ees, its community relations, and its inter- 
national parallels—in short, its polity. 
The contributors, though mainly outsid- 
ers to the corporation, show considerable 
insight into the problems surrounding 
the “private school and economic power 
derived from the new technology organ- 
ized in corporate form.” 

Nevertheless, it is regrettable that in- 
siders to the corporate world, the men 
who have responded to the urgent needs 
of the times by creating the unique eco- 
nomic institution that can provoke such 
intelligent discussion, have not participat- 
ed in it. They could help provide the 
synthesis that Mr. Mason’s analysts fall 
short of. For the corporation is not a 
thing completed, a monolith rising out of 
a huge economy, a tourist attraction 
through which one can be guided. It is 
a dynamo, powered by the energies of 
many men, and thus as various in its ef- 
forts, its ambitions, and its potential as 
are the men who make it. 
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Briefer Book Notes 


(Please order books directly from publishers) 


Tue New Lasor Law: Research and Technical Report 18. Industrial Relations Center, 
University of Minnesota, Minneapolis, Minn., 1960. 113 pages. $1.00. Addressed to 
the layman, these proceedings of four conferences held under the auspices of the 
University of Minnesota provide a non-technical interpretation of the 1959 Labor- 
Management Reporting and Disclosure Act and its effect on unions and manage- 
ment. Emphasizing the practical, everyday matters of administration, specialists in 
labor law discuss such considerations as the rights of union members under the new 
law, reporting requirements for unions and employers, and amendments to the Taft- 
Hartley Act. 


Unions AND THE Future: Eleventh Annual Conference. Edited by H. D. Woods. 
Industrial Relations Centre, McGill University, 1020 Pine Ave., W., Montreal 2, 
Quebec, 1960. 72 pages. $1.50. An extension of the 1958 conference on the problems 
facing unions now and in the future held under the auspices of the Industrial Rela- 
tions Centre, McGill University. Among the topics discussed at this meeting were 
Federal jurisdiction over labor relations, unions in the next decade, legislating the 
internal behavior of unions, and some aspects of the Canadian wage structure, with 
implications for union policy. Included is a précis of a panel discussion held at the 
conclusion of the conference. 


INTERRELATIONSHIP OF PuBLIC AND Private ProcraMs IN Lasox Rexations. Industrial 
Relations Research Association, Sterling Hall, University of Wisconsin, Madison, 
Wisc., 1959. 54 pages. 25 cents. Stressing the need for combined labor, management, 
and public action to relieve persistent unemployment, the participants at an IRRA 
meeting held last spring discussed the settlement of jurisdictional disputes and went 
on to examine the relations between decisions of the National Labor Relations Board 
and the internal disputes agreements of the AFL-CIO and the building trades. Among 
the other topics considered were the complementary and conflicting roles of public and 
private enterprise in medical care, the forces influencing union government, and the 
potential role of public and private intervention: in internal union affairs. 


ANALYsIs OF WorKMEN’S CoMPENSATION Laws. Chamber of Commerce of the United 
States, Washington, D. C., 1960. 57 pages. $1.00. A non-technical reference to the 
statutory provisions of the Workmen’s Compensation laws presented in 15 charts, 
this book provides the essential information the average business office needs on this 
subject from day to day. Included is a brief history and description of workmen’s 
compensation and the employer’s liability. 


PROCEEDINGS OF THE TWENTY-First CONFERENCE, TEXAS PERSONNEL AND MANAGE- 
MENT AssociATION. The University of Texas, Austin, Texas, 1960. 100 pages. $2.00. 
These proceedings include papers on such topics as the development of executive 
caliber, the economic outlook, and industrial relations—retrospect and prospect. 
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InpustRiAL Man: Businessmen and Business Organizations. Edited by W. Lloyd 
Warner and Norman H. Martin. Harper & Brothers, 49 E. 33 St., New York, 1959. 
580 pages. $6.60. About one-quarter of this book has been written by the editors. 
The rest is composed of selections from the writings of other leading authorities 
on businessmen and business life. Beginning with an examination of the executive 
personality, the volume goes on to consider the goals and tasks of management, the 
social structure of a business enterprise, the relationship between management and 
workers and management and unions, and the life and place of manager$ in the 
community. 


Soctat Scrence Researcu on Business: Product and Potential. By Robert A. Dahl, 
et al. Columbia University Press, 2960 Broadway, New York, 1959. 185 pages. $3.00. 
As part of the Ford Foundation’s program designed to stimulate interest in the 
application of political science, psychology, and sociology to business problems, this 
book is a joint effort by three authorities, each representing one of these disciplines— 
Robert A. Dahl, Mason Haire, and Paul F. Lazarsfeld. The respective topics are 
business and politics, psychology and the study of business, and consumers and 
managers. 


OverTIME CoMPENSATION FoR Exempt Emptoyees. American Management Associa- 
tion, Inc., 1515 Broadway, New York, 1960. 39 pages. AMA members, $1.50; non- 
members, $2.25. An AMA research report on individual company practices and 
policies in granting overtime compensation to exempt personnel—under what con- 
ditions and to what extent such compensation is given in various organizations. 


Publications Received 
(Please order books directly from publishers) 


First ANNUAL GENERAL MEETING OF THE COMPENDIUM No. 2 oF RESEARCH ON CRE- 
INDIAN INsTITUTE OF SocIAL WELFARE AND ATIvE IMacinaTion. Compiled by Sidney J. 
Business MANAGEMENT. Indian Institute of Parnes. Creative Education Foundation, 
Social Welfare and Business Management, 1614 Rand Building, Buffalo 3, N. Y., 1960. 
College Square West, Calcutta-7, India, 11 pages. Single copies, gratis. 

1960. 7 pages. Gratis. 

OperRATOR TRAINING IN INDUsTRY. By W. 
Douglas Seymour. Institute of Personnel 
Management, 80 Fetter Lane, London, 
E.C. 4, England, 1959. 52 pages. 7s. 6d. 


1959-60 MunicrpaL Waces, SALARIES, AND 
Frince Benerits: For Michigan Villages 
and Cities Under 4,000 Population. (In- 
formation Bulletin No. 94.) Michigan 


a wy gg _~ S. eng = Ann ForeMEN IN Action. By Glenn L. Gardiner. 
, ee ee Harper & Brothers, 49 E. 33 St, New 


Tue Unrversiry Teacuinc or Soctiat Sct York, 1959. 238 pages. $4.50. 
ENCES—PuBLic ADMINISTRATION. By An- 
dré Molitor. Columbia University, 2960 InrLaTion, Unions, anp Wace Po icy. U. S. 
Broadway, New York, 1960. 192 pages. Chamber of Commerce, Washington, 
$2.75. D. C., 1960. 44 pages. $1.00. 














No MERE THEORETICAL observer of the 
business scene, David G. Moore, who 
leads off this issue with “What Makes a 
Top Executive?” (page 8), spent over ten 
years in industry before embarking on an 
academic career. Before joining the facul- 
ty of the University of Chicago in 1950, he 
had previously held the posts of Personnel 
Director at David Bradley Company and 
Director of Organization Studies in the 
National Personnel Department of Sears, 
Roebuck, and Co. During his tenure at 
the University’s Business School, Dr. 
Moore was Associate Professor of Busi- 
ness Administration and Director of the 
Executive Program. He went to Michi- 
gan State in 1956 as Professor of Business 
Administration and was made head of 
the department of Personnel and Produc-' 
tion Administration two years later. Hold- 
er of degrees from the University of IIli- 
nois and the University of Chicago, where 
he obtained his Ph.D. in sociology and 
industrial relations, Dr. Moore was a co- 
author of Human Relations in Industry 
and the SRA Employee Inventory and 
has written a number of articles on hu- 
man relations topics. 


who’s who 


in this issue 


Asked to supply some biographical 
particulars about himself, Harold F. 
Rothe, to whom we are indebted for 
“Does Higher Pay Bring Higher Produc- 
tivity?” (page 20), obligingly informed 
us that he was born, a fact for which we 
can personally vouch, having had the 
pleasure of meeting him on more than 
one occasion. He graduated from Bates 
College, Lewiston, Maine, and went on 
to obtain his Ph.D. in experimental psy- 
chology at the University of Minnesota. 
Presently Personnel Manager of the Be- 
loit Division of Fairbanks, Morse & 
Company, a post he has held for the past 
seven years, Dr. Rothe was previously 
Personnel Director of the American Hos- 
pital Supply Corporation and before that 
was affiliated with the Chicago office of 
Stevenson, Jordan, and Harrison, Inc., 
where he worked as psychologist and 
later chief psychologist. The author of 
many articles in psychological journals, 
Dr. Rothe is also a consulting editor of 
the Journal of Applied Psychology. When 
not occupied with his professional duties, 
he likes to hunt and fish, which strikes 
us somehow as a strange avocation for a 
psychologist. Or maybe, on second 
thoughts, not. 
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K. E. Richards, author of “Some New 
Insights into Performance Appraisal” 
(page 28), is Personnel Research Man- 
ager at United Air Lines, which he joined 
in 1946, after serving as a Marine officer 
during World War II. A graduate of 
Washburn College, Topeka, Kansas, Mr. 
Richards started out in United as a Per- 
sonnel Representative in the company’s 
Returned Veterans Program. When this 
activity leveled off, he assisted in prepar- 
ing information for union negotiations— 
an assignment that led to his conducting 
studies of other United personnel pro- 
grams. For the past 12 years he has been 
mainly engaged in research into such ac- 
tivities as employment, testing, records, 
and appraisal. 


Since we have no individual author to 
thank for “The Older Manager: His 
Limitations and Assets” (page 39), this 
would seem to be an appropriate place in 
which to express our appreciation to Sir 
Richard Powell, Director-General of the 
Institute of Directors, for enabling us to 
pass on to interested readers copies of the 
booklet from which the present article 
has been condensed. Companies please 
note: one copy only to each inquirer— 
additional copies may be obtained from 
the Institute of Directors, 10 Belgrave 
Square, London, S. W. 1, Eng., price 2s. 
6d. (35 cents) each. 


Stephen J. Carroll, Jr., author of 
“Measuring the Work of a Personnel De- 
partment” (page 49), holds a B.S. in busi- 
ness administration from UCLA and an 
M.A. in industrial relations from the 
University of Minnesota, where he is cur- 
rently working on his Ph.D. A member 


of the research staff of the University’s 
Industrial Relations Center for the past 
three years, Mr. Carroll also teaches in 
the School of Business Administration 
and the General Extension Division. At 
the IRC his research activities have been 
mainly concerned with various aspects of 
management development. 


To many of our readers, Edward C. 
Schleh, who contributes “Selling Tech- 
nological Change as the Company’s Way 
of Life” to this issue (page 57), will be 
familiar as the author of the best-selling 
Successful Executive Action and as the 
originator of the “results” approach to 
management. A voluminous writer whose 
articles have appeared in all the leading 
management publications, Mr. Schleh is 
President of his own consulting firm in 
Minneapolis, Minn. He has addressed 
many top management groups through- 
out the world and has just returned from 
conducting management seminars in In- 
dia, Japan, and Singapore. International 
recognition came to him recently when 
his paper, “The Unfolding Management 
Perspective,” was awarded top prize in a 
competition for the best original paper on 
corporate management conducted by the 
Australian Institute of Management in 
Geneva, Switzerland, for which entries 
were received from 29 countries of the 
free world. Mr. Schleh presented the 
paper as an address before the Congress 
of the International Committee for Scien- 
tific Management held in Melbourne, 
Australia, last February. 


Since 1937, when he opened a public 
relations office at the age of 23, John 
Perry, author of “When the Boss Inter- 





views” (page 67), has mostly been active 
in some kind of consulting work. He be- 
came a partner in a management consult- 
ing firm in 1951, and Vice President of 
Fred Rudge Associates, New Canaan, 
Conn., in 1956. After hours he writes 
books, many of them for young people, 
about such diverse subjects as scientific 
standards, ferryboats, natural history, 
human vision, and vocations. Currently 
he is serving a term as President of the 
Friends of the National Zoo. He is also 
a member of the Management Research 
Advisory Council of the Small Business 
Administration, for which he has written 
several pamphlets and business aids. On 
weekends and vacations, he and his fam- 
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ing and camping somewhere between 
Canada and Key West. 


Joseph P. McManemin, author of 
“A Practical Method of Calculating 
Turnover Cost” (page 73), is Assistant to 
the Director of Industrial Relations at 
American Home Products Corporation. 
He has held similar positions at Standard 
Brands Corporation and Curtiss-Wright. 
Previously, he was an industrial relations 
staff analyst at Ford Motor Company and 
was also associated at one time with R. 
H. Macy & Co. Mr. McManemin holds a 
B.S. degree from Manhattan College, an 
M.A. from Columbia University, and an 
L.L.B. from Wayne University, Detroit, 


ily are often afloat or under canvas, cruis- Michigan. 


Prevalence of Incentive Pay in Manufacturing Industries 


OVER ONE-QUARTER of the 11% million production and related workers employed in 
p 


manufacturing in May, 1958 were paid on an incentive basis, reports the Bureau of 
Labor Statistics. Industries where the proportion of workers on incentive was un- 
usually high included men’s and boys’ wear, leather footwear, cigar manufacturing, 
knitting mills, women’s outerwear, and blast furnaces, steelworks, and rolling mills, 
in all of which between 60 and 70 per cent of workers were covered by incentive 
plans. At the other end of the scale were the aircraft, bakery, miscellaneous food 
products, beverage, printing, industrial chemicals, sawmilling, and millwork indus- 
tries, with fewer than 10 per cent of their workers on incentive pay. 

In most of the industries where incentive systems are prevalent, a relatively high 
proportion of time is required to handle materials, whereas in those industries where 
incentives are little used, production is largely machine paced, the BLS study notes. 

Data from other BLS surveys indicate that incentive pay plans are less frequently 
employed on the Pacific Coast than in other large areas. Estimates of incentive pay 
coverage in all manufacturing for 17 large metropolitan areas during the winter 
of 1957-58 showed San Francisco-Oakland with 8 per cent of workers covered, Port- 
land, Ore. with 10 per cent, and Los Angeles-Long Beach with 13 per cent, as com- 
pared with 30-36 per cent of the production workers in Boston, Chicago, Cleveland, 
Philadelphia, and St. Louis, and 43 per cent in Milwaukee. 

A comparison of the incidence of incentive payments in manufacturing in May, 
1958 with the findings of a BLS study of incentives in 56 manufacturing industries 
at the end of World War II shows that the proportion of workers on incentive has 
remained virtually unchanged. Though changes have occurred within industries 
included in both tabulations, the difference has been a matter of no more than 2 
or 3 percentage points either way. On the whole, the BLS concludes, the various 
forces at play appear to have produced a comparatively stable situation. 
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